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EXECUTIVE SUMMARY 

RUCO consultant Thomas H. Fish, Ph.D. responds to the rebuttal 
testimony of Far West witness Ray L. Jones on the plant capacity issue 
associated with Far West’s request for a permanent rate increase. Based 
on his review of Mr. Jones’ rebuttal testimony, Dr. Fish recommends the 
following: 

Dr. Fish continues to recommend that no more than 69.90 percent of Far 
West’s investment in wastewater treatment should be considered to be 
beneficial to current Far West customers. 

Dr. Fish continues to advocate that Far West overstated its depreciable 
utility plant in service (“UPIS”) by $10,936,720 which results in an 
overstatement of the revenue requirement by $1,329,304. 
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NTRODUCTION 

3. 

4. 

9. 

4. 

8. 

4. 

Please state your name, occupation, and business address. 

My name is Thomas H. Fish. I am President of Ariadair Economics Group. 

My business address is 1020 Fredericksburg Rd., Excelsior Springs, MO 

64024. 

Are you the same Thomas Fish that presented testimony on behalf of 

RUCO earlier in this proceeding? 

Yes. 

What is the purpose of your surrebuttal testimony? 

The purpose of my surrebuttal testimony is to address various uestion 

raised by the Company regarding my direct testimony which addressed 

Far West's plant capacity. 

PLANT CAPACITY 

Q. Have you reviewed the rebuttal testimony of Far West consultant Ray 

L. Jones, which was filed on March 11,2013? 

Yes. I have reviewed the rebuttal testimony of Mr. Jones who takes issue 

with my plant capacity recommendations. 

A. 

... 

1 
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3. 

4. 

3. 

4. 

Q. 

4. 

Q. 

4. 

... 

Mr. Jones complains that the plant capacity should be evaluated on 

an individual basis rather than on a system-wide basis. Do you 

agree? 

No. As shown by Mr. Duffett, the results of individual analysis and 

aggregate analysis are the same so there is no gain or loss by selecting 

one procedure over the other. 

Mr. Jones claims that Mr. Duffett should have used December 31, 

2011 design capacity in his analysis rather than Ultimate design 

capacity. Do you agree? 

No. Mr. Jones presented the design capacities in his filings and, as such, 

they were accepted as valid. 

Do the criticisms by Mr. Jones have merit regarding Mr. Duffett's 

analysis? 

No. 

Does Mr. Jones admit that Far West has excess capacity? 

Yes. In fact, Mr. Jones admits that Far West does have excess capacity. 

2 
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3. 

4. 

3, 

4. 

Q. 

4. 

Q. 

4. 

Mr. Jones complains that a rate base adjustment has already been 

made and that Dr. Fish’s adjustment is double counting. Do you 

agree? 

No. Mr. Jones used dollars of different weighted values which distort the 

results of an analysis. Equal value dollars should be used and these are 

what I used. 

Does Mr. Jones complain about your use of depreciation? 

Yes. My analysis is an 

aggregate analysis and as such properly bundles the depreciable items 

toget her. 

However, his complaints are not legitimate. 

Does your silence on any other issues, matters or findings 

addressed in the rebuttal testimony of Mr. Jones or any other 

witness constitute your acceptance of the Company’s positions on 

such issues, matters or findings? 

No, it does not. 

Does this conclude your surrebuttal testimony on the plant capacity 

issue? 

Yes, it does. 

3 
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EXECUTIVE SUMMARY 

RUCO consultant Royce A. Duffett, P.E., responds to the rebuttal 
testimony of Far West witness Ray L. Jones on the excess capacity issue 
associated with Far West’s request for a permanent rate increase. Based 
on his review of Mr. Jones’ rebuttal testimony, Mr. Duffett continues to 
believe that 30.10 percent of the Company’s plant in service is not used 
and useful 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Royce A. Duffett. I am an engineer with Ariadair Economics 

Group. My business address is 414 S. Thompson Ave., Excelsior springs, 

MO 64024. I am also owner of RAD Construction and Engineering, a 

Design/BuiId company, at 41 1 W. Lexington, Richmond, MO 64085. 

Have you filed any prior testimony in this case on behalf o f  RUCO? 

Yes. On February 8, 2013, I filed direct testimony that presented my 

recommendation on the percentage of Far West's wastewater plant that 

should be afforded rate base treatment. 

Please state the purpose of your surrebuttal testimony. 

The purpose of my surrebuttal testimony is to respond to the rebuttal 

testimony of Far West witness Ray L. Jones, which was filed on March 11, 

2013. 

EXCESS CAPACITY 

Q. 

A. 

Why was your analysis o f  the Far West wastewater system done on a 

system wide basis rather than each plant individually? 

Although each plant operates independently from each other, the 

customers are paying and are proposed to be paying the same rate for 

each plant. We were taught the distributive property of mathematics in 

1 
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junior high. Therefore: (plant A + plant B+ plant C) x rate R = plant A x 

Rate R + plant B x rate R + Plant C x rate R. So determining the used and 

useful capacity of individual plants and then adding them together will 

result in the same value as determining the overall used and useful 

capacity of the total system. 

a. 

4. 

Q. 

4. 

Why was a design capacity of 2,332,500 gpd used in the 

ca Icu lations? 

Testimony provided by Mr. Jones in Attachment E of the Company’s 

application gives the design capacity of each individual plant which when 

added together have a total capacity of 2,332,500 gpd. 

Mr. Jones claims you use an arbitrary number of 10.00 percent for 

growth. Could you explain the reason behind the 10.00 percent 

factor used. 

There is no real way to determine the amount of growth that will occur in 

the service area. The census bureau provides data with relation to 

population growth in the zip code of 85367 and Yuma County. According 

to the census bureau the population of these areas experienced a growth 

of 16.45 percent and 22.32 percent respectively from 2000 to 201 0. 

According to the rate case filing in 2008, Far West Sewer had 7,199 

residential customers. According to the application filed in this rate 
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request, Far West Sewer has 7,067 residential customers. This results in 

a loss of 1.75 percent of their residential customers in the last 5 years. 

During the same time period the commercial customers increased from 38 

to 44. Simply put, the amount of growth that Far West will experience in 

the next five years is an engineering guess. If you average the two growth 

rates from the census bureau and then divide by two to obtain a 5 years 

growth rate you will arrive at the 10.00 percent I used for my calculations. 

Based off of the customer history of the plant, I believe this is a more than 

fair value to use for growth. 

Q. 

4. 

Q. 

4. 

Does your silence on any other issues, matters or findings 

addressed in the rebuttal testimony of Mr. Jones or any other 

witness constitute your acceptance of the Company’s positions on 

such issues, matters or findings? 

No, it does not. 

Does this conclude your surrebuttal testimony on Far West’s filing? 

Yes, it does. 

3 
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EXECUTIVE SUMMARY 

RUCO responds to the rebuttal testimony of Far West consultant Ray L. 
Jones on the cost of capital issues associated with the Company’s request 
for a permanent rate increase. Based on its review of Mr. Jones’ rebuttal 
testimony, RUCO recommends the following: 

Cost of Equity - RUCO continues to recommend that the Commission 
adopt a 9.25 percent cost of common equity. This 9.25 percent figure is 
51 basis points more than the high side of the range of results obtained in 
RUCO’s cost of equity analysis, and is 75 basis points lower than the 
10.00 percent cost of equity capital proposed by Far West Water & Sewer, 
Inc. 

Capital Structure - RUCO continues to recommend that the Commission 
adopt Far West’s end of test year adjusted capital structure comprised of 
79.55 percent long-term debt, 6.46 percent short-term debt and 13.98 
percent common equity. 

Cost of Debt - RUCO continues to recommend that the Commission 
adopt a 6.90 percent cost of long-term debt and 8.07 percent cost of short- 
term debt. 

Weiahted Averaqe Cost of Capital - RUCO continues to recommend 
that the Commission adopt RUCO’s recommended 7.30 percent weighted 
average cost of capital (“WACC”), which is the weighted cost of RUCO’s 
recommended costs of long-term and short-term debt, and common equity 
which is 20 basis points lower than the 7.50 percent WACC being 
proposed by Far West in Mr. Jones’ rebuttal testimony. 
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INTRODUCTION 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, occupation, and business address. 

My Name is William A. Rigsby. I am the Chief of Accounting and Rates 

for the Residential Utility Consumer Office (“RUCO”) located at 11 10 W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Have you filed any prior testimony in this case on behalf of RUCO? 

Yes. On February 8, 2013, I filed direct testimony that presented RUCO’s 

recommendations on the cost of capital for Far West. 

Please state the purpose of your surrebuttal testimony. 

The purpose of my surrebuttal testimony is to respond to the rebuttal 

testimony of Far West witness Ray L. Jones, which was filed on March 11, 

201 3. 

Will RUCO be filing surrebuttal testimony on the rate base, operating 

income and rate design issues in this case? 

Yes. Those aspects of the case will be addressed in the surrebuttal 

testimony of RUCO rate analyst Timothy J. Coley. RUCO consultants 

Thomas H. Fish, Ph.D. and Royce A. Duffett, P.E will sponsor surrebuttal 

testimony on RUCO’s excess capacity adjustments. 

1 
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9. How is your surrebuttal testimony organized? 

4. My surrebuttal testimony is comprised of three parts: the introduction that 

I’ve just presented; a brief summary of Far West’s rebuttal testimony; and, 

a section on cost of capital. 

SUMMARY OF REBUTTAL TESTIMONY 

GI. 

4. 

Briefly summarize Far West’s rebuttal testimony. 

Far West witness Ray L. Jones, asserts in his rebuttal testimony that my 

recommended cost of common equity fails to take into account the amount 

of leverage in Far West’s capital structure. He also takes the position that 

the companies included in my proxy group are all far larger and much less 

risky than Far West. Mr. Jones further states that I relied on a DCF 

methodology which the Commission regularly rejects. Mr. Jones states 

that it is questionable whether Far West even satisfies the requirements 

needed to apply the DCF model, given that the Company does not 

generate retained earnings or pay dividends. Finally, Mr. Jones is critical 

of my reliance on a geometric mean in my CAPM analysis as opposed to 

relying only on an arithmetic mean on the returns of the risk-free 

investment component. 

2 
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COST OF CAPITAL 

Q. 

4. 

Q. 

4. 

Q. 

9. 

Have you reviewed Mr. Jones’ rebuttal testimony on the cost of 

capital issues in this case? 

Yes. 

Are you still recommending that the Commission adopt Far West’s 

end of test year adjusted capital structure? 

Yes. 

How does your capital structure recommendation compare to the 

capital structure recommendations of ACC Staff and the Company? 

ACC Staff Witness John A. Cassidy is recommending that the 

Commission adopt the combined capital structure of Far West’s water and 

wastewater divisions. In response to Mr. Cassidy’s recommendation, Mr. 

Jones has modified Far West’s end of test year adjusted capital structure 

as set forth below. I continue to recommend Far West’s end of test year 

adjusted capital structure for the Company’s sewer division. A 

comparison of the parties’ positions on capital structure is as follows: 

Company ACC Staff RUCO 

Long-term Debt 78.96% 72.30% 79.55% 

Short-term Debt 3.35% 0.00% 6.46% 

Common Equity 17.51 Yo 27.70% 13.98% 
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Q. 

A. 

Q. 

A. 

Q. 

9. 

Have you revised your recommended costs of long-term and short- 

term debt? 

No. 

Are the parties to the case in agreement on Far West’s cost of debt? 

At this stage of the proceeding the answer is no. 

recommending the following costs of long-term and short-term debt: 

The parties are 

Company ACC Staff RUCO 

Long-term Debt 6.70% 6.40% 6.90% 

Short-term Debt 10.00% 0.00% 8.07% 

Have you had an opportunity to update your cost of equity analysis? 

Yes. I updated my cost of equity analysis to include Connecticut Water 

Service, Inc. in my water company sample (Attachment A). I also updated 

my natural gas sample with more recent data published in Value Line’s 

March 8, 2013 quarterly update on the natural gas utility industry 

(Attachment B). I further updated the eight weeks of closing stock prices 

used in my DCF model and the most recent eight week average of the 30- 

year Treasury instrument used in the CAPM. The results of my updated 

analysis can be viewed in my Surrebuttal Schedules WAR-1 through 

WAR-9. 
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Q. 

4. 

Q. 

4. 

Q. 

A. 

... 

Have you revised your recommended 9.25 percent cost of common 

equity for Far West as a result of your updated cost of capital 

ana lysis? 

No. 

How does your cost of common equity recommendation compare 

with the recommendations of Far West and ACC Staff? 

My 9.25 percent cost of common equity is 75 basis points lower than the 

10.00 percent cost of common equity being proposed by both Far West 

and ACC Staff. 

Please compare the recommended weighted average cost of capital 

(“WACC”) being proposed by Far West, ACC Staff and RUCO at this 

stage of the proceeding. 

Far West’s witness, Mr. Jones is recommending a WACC of capital of 

7.50 percent that is 10 basis points higher than the 7.40 percent 

recommended by ACC Staff’s witness, Mr. Cassidy. My recommended 

7.30 percent WACC is 20 basis points lower than Mr. Jones’ 

recommendation and 10 basis points lower than Mr. Cassidy’s 

recommendation. 
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Q. 

A. 

Q. 

A. 

Has the Federal Reserve made any changes to its current policy to 

keep interest rates low for an extended period of time since you filed 

your direct testimony? 

No. As can be seen in Attachment E of my surrrebuttal testimony, at its 

most recent meeting on March 19, and 20, 2013, the Federal Reserve 

decided not to raise the Federal Funds rate from its current level. The Fed 

also reiterated its policy to keep interest rates at their current low levels 

until unemployment reaches 6.50 percent (depending on the rate of 

inflation). The Fed continues to believe that, given current projections of 

economic growth, its target unemployment rate will probably not reach 

6.50 percent until sometime during the latter part of 2014 or early 2015. 

The national unemployment rate currently stands at 7.70 percent. 

Please respond to Mr. Jones’ assertion that your recommended cost 

of equity fails to take into account the amount of leverage in Far 

West’s capital structure. 

My 9.25 percent recommended cost of common equity is 51 basis points 

higher than the 8.74 percent DCF result from my updated natural gas 

sample, and is 81 basis points higher than the 8.44 percent DCF result 

that I obtained from my updated water company sample which now 

includes Connecticut Water Service, Inc. As I explained in my direct 

testimony, the results of my cost of capital analysis were derived from 

companies that had, on average, more balanced capital structures, and 
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lower financial risk, than Far West and for this reason I believe that the 

upward adjustment that I have made to arrive at my recommended 9.25 

percent cost of common equity adequately takes Far West’s leveraged 

capital structure into consideration. 

Q. 

A. 

Q. 

A. 

Please address Mr. Jones’ position that the companies included in 

your proxy group are all larger and much less risky than Far West. 

Mr. Jones is being somewhat disingenuous given the fact that the same 

can be said for ACC Staff’s sample companies, yet he levels no such 

criticism on Mr. Cassidy who is recommending the same 10.00 percent 

cost of common equity as he is. The water companies in my proxy are 

essentially comprised of a collection of smaller operating subsidiaries that 

are similar to Far West and face the same types of risks that Far West 

faces. As I stated earlier, my recommended 9.25 percent cost of common 

equity addresses any additional financial risk faced by Far West. 

Please comment on Mr. Jones’ statement that you relied on a DCF 

methodology that the Commission regularly rejects. 

As I stated in my direct testimony, the Commission has adopted cost of 

common equity estimates that were produced using the same DCF 

methodology that I rely on in prior litigated cases that involved Southwest 

Gas Corporation and Global Water. Furthermore, in May of 2012, the 

Commission approved a settlement agreement on Arizona Public Service 
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Company that adopted my recommended cost of common equity which 

was derived from the same DCF methodology that I relied on in this 

proceeding. The recent Tucson Electric Power Company settlement 

agreement also adopted my recommended cost of common equity using 

the same methodology. I will also say that while the Commission may not 

have adopted my recommended cost of equity in every case that 1 have 

testified in, the Commission has adopted costs of common equity that 

were very close to what I recommended using the same methodology that 

I used in this proceeding 

Q. 

A. 

Do you believe there is any merit in Mr. Jones’ statement that it is 

questionable whether Far West even satisfies the requirements 

needed to apply the DCF model, given that the Company does not 

generate retained earnings or pay dividends. 

No. The purpose of using the DCF model is to obtain a cost of equity 

figure for Far West by relying on a proxy comprised of companies that 

face the same types of risk that Far West faces. Once again, Mr. Jones is 

being disingenuous. He criticizes me on this point yet ignores the fact that 

ACC Staff’s witness, Mr. Cassidy has relied on two different versions of 

the DCF model to derive a cost of equity capital which Mr. Jones agrees 

with. 
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3. 

4. 

a. 

4. 

Q. 

A. 

Did Mr. Jones conduct a cost of capital analysis using a DCF model 

that would produce a cost of common equity estimate that is 

comparable to the estimates that you and Mr. Cassidy are 

recommending? 

No. He did not. 

Please address Mr. Jones’ criticism of your reliance on geometric 

means in your CAPM analysis. 

The use of geometric means in the market risk premium component of the 

CAPM has been adopted by the Commission in a number of rate case 

proceedings including UNS, Electric, Inc.’ in which the Commission stated 

the following in Decision No. 71 91 4, dated September 30, 201 0: 

“We also continue to believe, consistent with our findings in 
several prior cases, that it is appropriate to consider the 
geometric returns in calculating a comparable company 
CAPM because to do otherwise would fail to give 
recognition to the fact that many investors have access to 
such information for purposes of making investment 
decisions.” 

Did Mr. Jones conduct a cost of capital analysis using a CAPM 

model that would produce a cost of common equity estimate that is 

comparable to the estimates that you and Mr. Cassidy are 

recommending? 

No. He did not. 

’ Docket No. E-04204A-09-0206 
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Q. 

A. 

Q. 

A. 

Does your silence on any other issues, matters or findings 

addressed in the rebuttal testimony of Mr. Jones or any other 

witness constitute your acceptance of the Company’s positions on 

such issues, matters or findings? 

No, it does not. 

Does this conclude your surrebuttal testimony on the cost of capital 

issues in Far West’s filing? 

Yes, it does. 

10 
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January 18,2013 WATER UTILITY INDUSTRY 1773 
The Water Utility Industry has remained a hot- 

bed of investor activity, with Wall Street continu- 
ing to pour money into the sector since our Octo- 
ber review. As a result, the group now sits in the 
upper echelons of the Value Line Investment Sur- 
veyfor Timeliness, ranking 4th out of the 98 indus- 
tries we analyze. It was ranked 28th three months 
ago and 54th back in July. 

Sentiment has been steadily improving, with the 
industry continuing to see interest from investors 
with concerns about the broader-based economy. 
Although the highly anticipated fiscal cliff ap- 
pears to have been averted for now, global econo- 
mies have been slow to improve, and in some 
cases, appear years away from turning the corner. 
Water utility stocks have historically done well 
during times of economic uncertainty, with their 
dividends providing some shelter. 

The recent spike in attention is warranted by 
company-specific fundamentals, too, though. 
Nearly every water provider in our Survey posted 
record earnings in the September quarter. (Note 
that none of the companies had released 
December-period results as of the writing of this 
report. 

That said, industry conditions are likely to 
stiffen going forward. Although the regulatory 
environment ought to remain favorable, and be a 
big help with costs, providers will be left holding 
sizable tabs, nonetheless. Unfortunately, most op- 
erating in this space lack the cash balances to 
meet the capital requirements that loom. 

Industry Basics 

One of, if not the,  biggest essentials to sustaining ju s t  
about any life form, water demand is undeniable. As a 
result, demand will probably continue to grow along 
with the  population, with the only other major determi- 
nan t  being weather conditions. Given water's necessity, 
each individual s ta te  has  a regulatory body in place tha t  
is responsible for t he  safe and  timely delivery of water as 
well as for maintaining a balance of power between 
providers and  customers. Recently, regulators have be- 
come far more business-friendly, handing down more 
favorable rulings on general ra te  cases and allowing 
providers to recoup some of the growing costs of operat- 
ing a utility. State  regulators review and rule on general 
ra te  case requests submitted by providers looking to 
recover costs incurred during distribution, and therefore 
are  vital to each company's future. Every provider has  a 
lot riding on the cases under review. 

Swimming In Expenses 

Despite t he  improved regulatory environment, water 
providers a r e  still left holding the bill for most of t he  
infrastructure improvements that  need to be made. And 
tha t  can be substantial  amounts  of cash in this space, 
given the age and conditions of many of these infrastruc- 
tures. However, the majority of those operating here lack 
the finances to fund the  improvements on their own, and  
are  forced to look to outside financiers in order to meet 
the capital requirements. Although external financing 
has  become commonplace, the increased shares and or 
debt taken on in  order to  finance the upgrades a r e  eating 
away at profits and diluting shareholder gains. 

The extravagant costs have spurred significant M&A 

INDUSTRY TIMELINESS: 4 (of 98) 

activity, with those not willing or capable of raising the 
necessary capital shopping themselves, looking for 
larger, better equipped suitors. More capable players, 
such as Aqua America have been taking advantage of 
this trend, using the  spike in activity to  grow their 
businesses and expand their footprints. 

Conclusion 

There remains a couple of timely plays in this group. 
Momentum investors will probably be interested in 
American States Watec S J W  Corp., and Aqua America, 
all of which rank 2 (Above Average) thanks  to recent 
earnings power. American and Aqua, meanwhile, also 
score favorably (2: Above Average) for Safety, adding to 
their  appeal on a risk-adjusted basis. 

That  said, not a single issue holds worthwhile price 
appreciation potential out to  mid-decade. The capital- 
intensive nature of this business, coupled with financial 
constraints, spell trouble for t he  future gains of those in 
this space. Indeed, maintenance costs alone a re  expected 
to cost operators hundreds of millions of dollars each 
year. 

Even still, the industry's main draw has  long been its 
income component. All of t he  stocks here offer above 
average dividend yields and appear to be worthy of 
consideration for those looking to add a steady income 
producer to  their portfolios at first blush. However, 
deeper evaluation gives u s  some pause regarding the 
sustainability of these yields long term with our con- 
cerns about the rising costs of doing business and 
inadequate finances threatening to offset any benefits 
from regulatory improvements. As such, we believe tha t  
there a re  better income vehicles elsewhere, particularly 
in the Electric Utility Industry. Nevertheless, as always, 
we advise potential investors to carefully review the 
individual reports of each stock in the  group, with a keen 
eye on company finances and future cash flow. Both will 
be very telling heading forward, especially if regulators 
take a more consumer friendly approach. Investors 
ought to  note tha t  Connecticut Water Service, is making 
i ts  inaugural appearance in our Survey. 

Andre J. Costanza 

Water Utility 
RELATIVE STRENGTH (Ratio of Industry to Value Line Cornp.) 
6 0 0  

500 

400 

300 

200 

100 
2 0 0 6  2007 2 0 0 8  2009 2010 2011 2012 

Index: June, 1967 = I D 0  

IHE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMlSSlOh5 HEREIN Ihs &am IS VlcUy la s,bwnba I own ~ o n ~ ~ m m ~ i c i a l  intend bse NO pan 
I may be repoduced r e d  Furd a u m n w  m any pmld plenrmr. a mer form a me& geoeramg a mmxwng any plnd N drroonr pmwum m c e  a p m  



AMERICAN WATER NYSE-AWK RECENT PRICE 37,33 IET,o 16,4p17.9’ Median: NMF , 

- 
13.1 14.2 18.5 BUSlh 

521.2 1383.5 622.0 investor-owned water and wastewater 
5343 1397.7 642.5 sewices to over 15 million people 

2015-17 PROJECTIONS- ,) 

(s Company, Inc. is the largest 
utility in the U.S., providing 

in over 30 states and Canada. Its 

An;;t:;aal I 
Price Gain 
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nonregulated business assists municipalities and military bases 
with the maintenance and upkeep as well. Regulated operations 
made up 88.9% of 2011 revenues. New Jersey is its biggest market 

American Water Works probably 
closed out a successful 2012 campaign 
in impressive fashion. The water pro- 
vider posted strong top- and bottom-line 
growth through the first nine months, as  

CAPITAL STRUCTURE as of 9/30/12 
rota1 Debt $5535.9 mill. Due in 5 Yrs $229.5 mill. 
LT Debt $5203.1 mill. 
;Total interest coverage: 4.3~) 

Leases, Uncapitalized Annual rentals $21.5 mill. 
Pension Assets-12/11 $981.1 mill 

LT Interest 

Oblig. $1402.0 mill. 
Pfd Stock $19.3 mill. Pfd Div’d $.7 mill ._ 

Is _ _  _ _  _ _  6.5% 
2.5% llue 

QUARTERLY REVENUES (I mill.) FUN 
Mar.31 Juri. 30 SeP. 30 Dec. 3.1 Year 

550.2 612.7 680.0 597.8 2440.7 
588.1 671.2 786.9 664.5 2710.7 
596.7 668.8 760.9 639.8 2666.2 
618.6 745.6 831.8 704 2900 
650 750 850 725 2975 

EARNINGS PER SHARE * FUII 
Mar31 Jun.30 SeP.30 k . 3 1  Year 

. I9  .32 .52 2 1  1.25 

. I8 .42 .71 .23 1.53 
2 3  4 2  .73 1.72 
.28 .66 A7 39 220 

A8 d4 .39 2L‘5 
QUARTEIUYMVlDENDSPAlDB. Full 

Mar.31 Jun.30 Seu.30 Dec.31 Year ~ 

2 0  .20 .21 21 .82 
2 1  2 1  .22 22 .86 
.22 2 3  .23 2 3  .91 

- _  

.23 .B 2 5  25 .96 

Common Stock 176,756,790 shs. 
as of 11/1/12 

MARKET CAP $6.6 billion (Large Cap) 
CURRENT POSITION 2010 2011 9/30/12 

earlier portfGlio optimization proved a 
benefit. Indeed, the company was able to 
add exposure to flourishing systems, while 
removing positions in less profitable areas. 
Perhaps just  a s  important, however, was 
management’s ability to control costs 
while doing so. We suspect that the com- 
pany posted 15% share-net growth, on a 
10 % revenue gain in the fourth quarter. 
Earnings growth will probably be far 
more difficult to come by this year, 
however. Although we believe that the 
top line will continue to benefit from favor- 
able regulatory rulings and the improved 
portfolio mix, it is hard to imagine that the 
cost base will not rise going forward. In- 
deed. the company is slated to make a 
number of infrastructure upgrades to 
aging systems. Thus, we look for costs to 
begin to mount, thereby cutting into mar- 
gins, despite efforts to keep expenses un- 

Financing is likely to become a con- 
der wraps. 
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cern again. Aside from the benefits men- 
tioned above, the portfolio optimization ef- 
fort gave American Water some financial 
flexibility last year. However, most of that 
cash Drobablv has been burned through bv 
now, hnd caLh on hand is minimal, th; 
company will have to seek outside financ- 
ing in order to fund the aforementioned 
upgrades. But any debt andor  share offer- 
ings will dilute earnings. 
This stock is not overly appealing at 
this time. It  is no longer timely, and the 
capital-intensive nature of the business 
threatens to stymie earnings growth for 
the foreseeable future. The balance sheet 
is highly leveraged and is likely to only get 
worse a s  the company is expected to spend 
some $900 million per annum to make in- 
frastructure repairs. Operational cash flow 
will not be sufficient to make the changes, 
requiring American Water to float addi- 
tional debt and shares, despite what we 
believe will be favorable regulatory back- 
ing. Overall. although the stock’s income 
component is above average, there are bet- 
ter, more sustainable options to chose 
from, in our opinion. 
Andre J. Costanza Januarv 18. 201.5 
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company. Through its principal subsidiary, Golden State Water 
Company, it supplies wafer to more than 250,000 customers in 75 
communities in 10 counties. Service areas include the greater 
metropolitan areas of Los Angeles and Orange Counties. The com- 
pany also provides electric utility services to nearly 23,250 custom- 

American States Water's bottom-line 
momentum will likely slow a bit in 
2013. We believe that share net grew 18% 
in 2012, largely due to the Contracted 
Services unit in its American States Utili- 
ty Services (ASUS) subsidiary. ASUS con- 
tinues to generate higher-than-expected 
construction margins on the Fort Bragg 
military base in North Carolina and on 
bases in Virginia. This subsidiary provides 
the most upside. as i t  takes on projects 
that  a re  lighter on the regulatory front. 
The 50-year privatization contract with 
the U.S. government on Fort Bragg offers 
a decent amount of business going for- 
ward. Though optimism is strong, the 
reliability of future awards provides a 
greater concern. We expect difficult comps, 
and fewer projects will slow growth in this 
segment. Therefore, this expected softness 
in Contracted Services, coupled with flat- 
tish water and electric growth, have 
tempered our optimism for 201 3. 
Management's focus on bidding op- 
portunities should bolster longer- 
term growth. We expect work on military 
bases will drive a majority of the compa- 
ny's bidding activity. One new venture 

Target Price Rangi 
2015 2016 12017 I 

128 
96 
80 
64 
48 
40 
32 
24 

16 
12 

STOCK THIS VLNIITH.' INMX 

1 yr. 41.8 17.4 

D city of Big Bear Lake and in areas of San Bemardinc 
County. SoldChapaial City Water of Arizona (6/11). Has 703 ern- 
ployees. Officers & directors own 2.9% of common stock (4112 
Proxy). Chairman: Lloyd Ross. President & CEO: Robert J. 
Sprowls. Inc: CA. Addr: 630 East Foothill Boulevard, San Dimas. 
CA 91773. Tel: 909-394-3600. Internet: w.aswater.com. 

that  should get started in 2013 is the  $18 
million Patriot Project. The project in- 
cludes construction of water and sewer in- 
frastructure on a Fort Bragg addition. As 
mentioned, new work should be lumpy and 
provide some uncertainty for longer-term 
profitability. However, the newly initiated 
dividend from ASUS to AWR should ease 
some of investors' concerns. 
The balance sheet continues to show 
improvement. AWR generated $43 mil- 
lion of free cash flow in the first nine 
months of 2012. This compares to the $1 
million cash burn experienced for the 
same time frame in 2011. The company's 
cash position has strengthened to $43 mil- 
lion from $1 million reported at the start  
of 2012. 
The Timeliness rank of this issue is 2 
(Above Average). These shares should 
appeal to dividend-oriented accounts, as 
the  stock offers an  above-average yield 
when compared to the Value Line median 
and its peers. However, we advise longer- 
term investors to look elsewhere, due to 
the below-average capital appreciation 
potential. 
Michael Collins January 18, 2013 

http://w.aswater.com
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6.11 6.50 6.69 6.71 6.45 6.48 

25.24 25.24 25.24 25.87 30.29 30.36 

ridends historically paid in late Feb., 
hug., and Nov. = Div'd reinvestment plan 
Je. 

5.8% 4.6% 4.2% 4.0% 4.3% 4.4% 

CAPITAL STRUCTURE as of 9130112 
Total Debt $546.9 mill. Due in 5 Yrs $58.1 mill. 

LT Debt $479.5 mill. LT Interest $32.0 mill. 
(LT interest earned: 6.7~; total int. cov.: 6.0~) 

(50% of Cap'l) 
Pension Assets-12M1 $155.7 mill. 

Pfd Stock None 

Common Stock 41,905,495 shs. 

as of 10121112 

MARKET CAP $775 million (Small Cap) 
CURRENT POSITION 2010 2011 9130112 

Cash Assets 42.3 27.2 17.0 
83.9 86.7 133.1 Other 

Current Assets 126.2 113.9 150.1 

Oblig. $346.3 mill. 

(OMILL.) 

- - _ _  

C) Incl. deferred charges. In '11: $2.2 mill , 

IEI Excludes non-rea. rev. 

Company's Financial Strength 

Earninas Predlctabi l i  

B t  
$0.051sh. Stock's Price Stability 100 
(D) In millions, adjusted for splits. Price Growth Persistence 55 

Accts Payable 39.5 48.9 58.8 
Debt Due 26.1 53.7 67.4 

41.7 49.3 64.0 Other 
Current Liab. 1073 151.9 190.2 

- - _ _  

~ 

llllllu 

8.67 
1.32 
.63 
.56 

2.91 
6.56 

30.36 

E 

- 

- 
__ 

19.8 
1.08 

4.5% 

263.2 
19.1 

39.7% 

55.3% 

453.1 
697.0 
5.9% 
9.4% 
9.5% 
1.0% 
90% 

BUSW 
nonre! 

- 

- 

._ - 

44.0% 

- 

- 

- 

7.22 7.83 7.90 9.07 9.25 9.72 10.13 
33.86 36.13 36.78 41.31 41.33 41.45 41.53 
22.1 20.1 24.9 29.2 26.1 19.8 19.7 

7.9% 9.0% 9.3% 6.8% 8.1% 9.9% 9.6% 
.7% 2.1% 2.1% 1.0% 1.8% 3.8% 3.8% 
91% 17% 78% 86% 77% 61% 60% 

SS: California Water Service Group provides regulated and 
lated water service to roughly 471,900 customers in 83 . , . - ... . . . . . . .. .. . . . .  .. 

communities in C;alitornia. wasnington, NBW MBXICO, and Hawaii. 
Main service areas: San Frandscn Bay area, Sacramento Valley, 
Salinas Valley. San Joaquin Valley 8 parts of Los Angeles. Ac- 
wired Rio Grande CorD, West Hawaii Utilities 19/08). Revenue 

We suspect that earnings power is 
drying up at California Water Service 
Group. The water utility managed to post 
better-than-expected growth in the Sep- 
tember Deriod. thanks to decent tou-line 
growth and management's ability to' keep 
costs in check. However, i t  is  highly un- 
likely that operating costs are not already 
on  the rise. Most of the company's water- 
systems and pipelines a re  old and in need 
of significant repair, or complete over- 
hauls. Thus, infrastructure repair and 
maintenance costs are expected be prob- 
lematic, pinching margins for the foresee- 
able future. Although fourth-quarter re- 
sults may look favorable at first, it  is im- 
portant to remember that the prior year's 
figures were historically weak. 
The company's finances are a big con- 
cern going forward. Although regu- 
latory backing has been much improved in 
recent years, and is expected to remain 
business friendly, California Water will 
need to shoulder a fair share of the  load. 
That said, it is not financially capable of 
doing so on its own. The cash coffers are 
relatively bare, and cash flow generation is 
not likely to be sufficient enough to cover 

19.3 
16.8 

- 
- 

~ 

- 
ll,,,.ll.l - 
- 
~ 

- 

* .... - .... 
mtttm 2012 

73.00 
2.30 
.97 
.63 

3.00 
77.35 
4225 

78.8 
7.78 

3.5% 

550 
41.0 

47.0% 
5.0% 

57.0% 
49.0% 

980 
7455 
6.0% 
8.5% 
8.5% 
3.0% 
65% 

~ 

~ 

__ 

- 

~ 

~ 

~ 

~ 

__ 

- 

6 I 1  

3yr. 10.3 40.1 
5 w. 16.8 40.9 

I 

2013 "VALUE LINE PUB. UC 1'5-17 
13.05 Revenues per sh 74.20 
2.35 "Cash Flow" per sh 2.65 
1.05 Earnings per sh A 1.30 
.64 Div'd Decl'd per sh E =  .72 

3.20 Cap'l Spending per sh 3.05 
77.60 BookValuepershc 72.75 
44.00 Common Shs Outst'g 0 47.00 

Avg Ann'l PIE Ratio 79.0 
Relative PIE Ratio 1.25 
Avg Ann'l Div'd Yield 2.9% 

575 Revenues ($mill) E 675 
45.0 Net Profit ( h i l l )  62.0 

40.5% Income Tax Rate 40.0% 
5.0% AFUDC X to Net Profit 10.0% 

51.0% LongTerm Debt Ratio 50.0% 
49.0% Common Equity Ratio 50.0% 

7040 Total Capital (h i l l )  1200 
7525 Net Plant ( h i l l )  7 725 
6.0% Return on Total Cap'l 7.0% 
9.0% Return on Shr. Equity 70.5% 
9.0% Return on Corn Equity 10.5% 
3.5% Retained to Corn Eq 4.5% 
63% All Div'ds to Net Prof 55% 

~ _ _ _  

breakdown, '1 1: residenti 73%; business, 18%; public authonties, 
5%; industrial, 4%. '11 reported depreciation rate: 2.7%. Has 
roughly 1,132 employees. President, Chairman, and CEO: Peter C. 
Nelson (4111 Proxy). Inc.: Delaware. Address: 1720 Nom First 
Street, San Jose, California 951 12-4598. Telephone: 408-367- 
8200. Internet www.calwaterarouo.com. 

the outlays we envision over the next few 
years. The company will have to continue 
to look to outsiders to provide financing, 
but the  necessary stock and debt offerings 
will also dilute gains. As a result, we look 
for minimal annual share-net growth this - 
year and henceforth. 
This issue is not for growth-minded 
investors. It is likely to provide below 
average annual price returns out to mid- 
decade, due to the increasing costs of doing 
business that face the industry. 
We warn income-oriented parties to 
be cautious here, too. Although CWTs 
yield is tops in the Water Utilities space, 
the company also has the highest payout 
ratio in the group. This is  a concern given 
the capital restrictions we anticipate in 
the years ahead and the company's weak 
balance sheet. We would not be surprised 
if the current yield slides a bit, especially 
if the industry landscape takes a turn for 
the worse and management is forced to 
take action. Either way, investors with a 
bent for income have better, more 
sustainable, options to choose from else- 
where. 
Andre J. Costanza January 18, 2013 
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Cat- 
mndar 
2009 
2010 
2011 
2012 
2013 

Cab- 
,ndar 
2009 
2010 
2011 
2012 

QUARTERLY REVENUES (I mill.) FUII 
Year 

13.4 15.2 16.6 14.2 59.r 
13.8 15.9 21.0 15.7 66.1 
16.0 17.4 20.6 15.4 69.r 
20.2 21.3 24.5 f9.0 85.1 
27.0 23.0 26.0 22.0 92.1 

EARNINGS PER SHARE * ~ ~ 1 1  
Year 

. I3 2 7  .67 .12 1.19 

.I2 2 7  .54 .20 1.13 
.26 .37 .39 .ll 1.13 
2 2  .47 6 7  .19 1.55 

Mar.31 Jun. 30 Sep. 30 Dec. 31 

Mar.31 Jun. 30 Sep. 30 Dec. 31 

xi-yzp 23.8 21.9 
- 

29.1 
23.3 

Target Price Rangi 
2015 2016 2017 I I  

9 
... 7 ... 

.e...... . "Iti- 'Z.. %TOT. RETURN 12/12 
TPS VLARITliH. 

STOCK INDEX 

-....e.. ... I ..... 

3 
7.93 
2.11 
1.13 
.94 

2.61 
13.51 
8.76 
23.0 
1.44 

3.6% 

69.4 
9.9 

41.3% 
1.2% 

53.2% 
46.5% 
254.2 
362.4 
4.9% 
8.3% 
8.3% 
1.4% 
83% 

~ 

~ 

__ 

- 

- 

__ 

__ 

__ 

~ 

& 2002 
5.77 
1.78 
1.12 
.81 

1.98 
10.06 
7.94 
24.3 
1.33 

3.0% 

45.8 
8.8 

~ 

- 
~ 

- 

~ 

33.8% 

44.5% 
54.9% 
145.6 
232.7 
7.4% 

10.9% 
10.9% 
3.1% 
72% 

BUSW 

._ - 

__ 

__ 

__ 

- 

~ 

UuIh 
2007 

7.05 
1.90 
1.05 
.87 

2.24 
11.95 
8.38 
23.0 
1.22 

3.6% 

59.0 
8.8 

32.4% 

47.8% 
51.8% 
193.2 
284.3 
5.5% 
8.7% 
8.7% 
1.6% 
82% 

- 

__ 

~ 

~ 

- 

__ 

._ 
~ 

~ 

~ 

~ 

ullluw 
2003 

5.91 
1.89 
1.15 
.83 

1.49 
10.46 
7.97 
23.5 
1 .34 

3.0% 

47.1 
9.2 

17.9% 

43.5% 
55.9% 
148.9 
238.9 
7.5% 

10.9% 
11 .O% 
3.2% 
71% 

- 

- 
- 

- 

__ 

._ 
~ 

~ 

~ 

~ 

1.91 1 1.62 I 1.52 

2 I :;: 1 :;A 
1.58 1.96 196 

10.94 11.52 11.60 
8.04 8.17 8.27 
22.9 28.6 29.0 

1.34 I 1.23 1 ::: 
3.6% 4.1% 3.9% 

61.3 59.4 :APITAL STRUCTURE as of 9130112 
otal Debt $188.5 mill. Due in 5 Yrs Nil mill. 
J Debt $187.3 mill. LT Interest $3.0 mill. 
Ttotal interest coverage: 17.8~) 

.eases, Uncapitalized Annual rentals $.2 mill. 
'ension Assets-12/11 $36 8 mill. 

(60% of Cap'l) 

Oblig. $49.1 mill. 

Pfd Divd $10 mill. 'fd Stock $772 mill. 

:ommon Stock 8,848.848 shs. 

dARKET CAP: $275 million (Small Cap) 
NRRENT POSITION 2010 2011 9/30/12 

:ash Assets 1.0 1.0 4.2 
iccounts Receivable 10.1 14.9 12.8 

9.3 3.0 14.7 Ither 
:urrent Assets 20.4 18.9 31.7 
iccts Pavable 6.6 7.2 7.0 

(WILL.) 

--- 

27.2% 19.5% 35.2% 

46.9% 50.6% 49.5% 
52.7% I 49 1% 1 50.2% 
196.5 221 3 225.6 

G o n n e c t i c u t  Water kervice. G e r  ComoaAv. Inc.: CT. At 12/31/11. it had ,;out 200 nc. is a non-ooeratino The M, 
holding company, whose income is derived from earnings of ik 
wholly-owned subsidiary companies (regulated water utilities). It 
largest subsidiary, Connecticut Water, accounted for 90% of the 
holding company's net income in 2011, and provides water services 
to 300,000 people in 55 towns throughout Connecticut. Also owns 

We are initiating coverage on Con- cash raised will reduce debt obligations 
necticut Water this week in The Value and help fund operations, the increased 

share count will hamper near-term share- 
earnings results. In fact, we estimate that 
the bottom line will dip by a dime per 
share in 2013, compared to 2012's proba- 
ble tally. That said, thanks to the recent 
acquisition activities, we expect share 
earnings to regain i ts  upward trajectory 
out to 2015-2017. and project tha t  the bot- 
tom line will reach $1.75 by that period. 
The stock is not particularly appeal- 
ing at this time. As mentioned, Con- 
necticut Water's prospects appear favor- 
able, but this situation has not gone un- 
noticed by the investment community. In 
fact, the stock price increased by approxi- 
mately 15% during 2012. In our view, the 
recent price now discounts much of the 
good news we project to the 2015-2017 pe- 
riod. Furthermore, from an income per- 
spective, we think that dividend seekers 
can find better candidates elsewhere: we 
expect only modest annual dividend 
growth, as the bulk of cash flow will prob- 
ably be allocated for acquisitions, as well 
as for upgrading existing infrastructure. 
Ian Gendler January 18. 2013 

~. ~~ ~~. 
employees. Chrmn./Pres./kEO: Eric W. Thornburg. Officefs/dir/ 
own 2.7% of the common stock; BlackRock, 7.3%; Vanguard 
Group, 5.4%. Judith A. Peterson and Kenneth Peterson own 13.5% 
of the preferred stock (3112 proxy). Addr.: 93 West Main Street, 
Clinton, CT 06413. Tel.: (860) 669-8636. Web: www.ctwater.com. 

1.2 )ebt Due _. _ _  
28.5 23.2 27.6 Ither 

:urrent Liab. 35.1 30.4 35.8 
- - _ _  

Line Investment Survey. The holding 
company owns regulated water utilities 
that  service more than 300,000 individuals 
throughout Connecticut and Maine. 
Near- and long-term prospects appear 
decent. Along with operations in the Nut- 
meg State, CTWS has been rapidly ex- 
panding further into New England. Early 
in 2012, j t  purchased Aqua Maine. Inc. 
(renamed The Maine Water Company), 
which added 48,000 customers in 20 com- 
munities. Moreover, a few weeks ago, it 
bought Biddeford and Sac0 Water Compa- 
ny, thereby bolstering its customer base by 
50,000 individuals (also in Maine). We ex- 
pect these additions to fit nicely in Con- 
necticut's portfolio and contribute 
meaningfully to revenues and earnings. 
Furthermore, these deals expanded the 
companys operations to a new state, 
which may provide new avenues of growth 
via acquisitions over the long term. 
Connecticut recently issued more 
shares. The company sold 1.7 million 
shares of common stock a t  an  average 
price of $29.25 per share. Although the 

2013 1 2 5  .40 .57 2 3  1 1.:; 
Gal- QUARTERLY DIWDENDS PAID FUII 
ndar Mar.31 Jun.30 Sep.30 Dec.31 Year 
2009 222 222 228 228 
2010 ,228 ,228 ,233 ,233 ,921 
2011 I .233 233 ,238 2:; I ,% 
2012 ,238 ,238 ,243 
2013 
,) Diluted earnings. Next earnings report due ves 
&March. 
) Dividends historically paid in mid-March, 
ne, September, and December. rn Div'd rein- 

tnt plan available 
millions, adjusted for split. I 

~~ _______ 
Company's Financial Strength B+ 

Price Growth Persistence 35 
Stock's Prlce Stability 90 
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RECENT MIDDLESEX WATER NDQ-MSEX PRICE 
1 
21.2 

E 
- 
17 9 
1 1  6 

2009 
6 75 
140 
72 
71 

149 
10 33 
13 52 
21 0 
140 
4 7% 
91 2 
10 0 

34 1% 

46 6% 

__ 

- 
~ 

- 

__ 

.. __ 

52 1% 
267 9 
376 5 
5 0% 
7 0% 
7 0% 
1% 
98% 

__ 

__ 

__ 

21.8 
16.7 Target Price Rangi 

2015 I2016 12017 

w; %TOT. RETURN 12/12 

F M A M  J J A S O  
0 0 0 0 1 1  1 1 1  
0 0 0 0 0 0 0 0 0  

THlS VLARITH.' 
STOCK INDfX 

1 yr. 9.1 17.4 
3y. 25.3 40.1 
5 vr. 27.0 40.9 m 2004 

1.28 
6.25 

.73 
66 
2.54 
8.02 
11.36 
26.4 
1.39 
3.4% 
71.0 

31.1% 

~ 

~ 

- 

~ 

8.4 
~ 

_. 
~ 

53.8% 
42.5% 
214.5 
262.9 
5.1% 
8.5% 
9.0% 
.9% 
90% 

~ 

~ 

~ 

m E 
6.90 
1.50 
.90 
.74 

1.90 
11.80 
16.00 
20.8 
1.31 
4.8% 

110 
14.0 

32.0% 
7.5% 

42.0% 
58.0% 
325 
440 

4.5% 
7.5% 
7.5% 
1.0% 
85% 

- 

- 
- 

- 

- 

- 

- 

- 

- 

lllllulu 
2002 2003 
5.98 6.12 
1.20 1.15 
.73 .61 
53 .65 

7.39 7.60 
10.36 10.48 
23.5 30.0 
1.28 1.71 
3.7% 3.5% 
61.9 64.1 
7.8 6.6 

1.59 1.87 

33.3% 32.8% 
.. .- 

52.1% 53.8% 
45.5% 44.0% 
168.0 181.1 
211.4 230.9 
6.0% 5.0% 
9.6% 7.9% 
9.8% 8.0% 
1.3% NMF 
87% 106% 

BUSINESS: M 
and operation I 

2013 OVALUEUNEPURLLC 15-17 
7.10 Revenues persh 

1.00 Earnings per sh A 

.75 Div'd Decl'd per sh 8. 

2.15 Cap7 Spending per sh 2.60 
5.85 1 6.00 6.80 6.95 6.98 7.11 
8.41 1 8.54 9.82 10.00 10.11 10.17 
14.4 I 13.4 15.2 17.6 28.7 24.~ 

13.60 

Avg Ann'l PIE Ratio 
Relative PIE Ratio 1.15 

115 Revenues ($mill) 145 

Avg Ann'l Div'd Yield 3.8% 

16.0 Net Profit ($mill) 21.5 
320% Income Tax Rate 32.0% 
7.5% AFUDC 1: to Net Profii 7.0% 

41.0% LongTen Debt Ratio 39.0% 
59.0% Common Equity Ratio 61.0% 

345 Total Capital ($mill) 385 

4.5% Return on Total Cap'l 5.5% 
8.0% Return on Shr. Equity 9.0% 
8.0% Return on Com Equity 9.0% 
2.0% Retained to Com Eq 3.0% 
76% All Div'ds to Net Prof 64% 

455 Net Plant ( h i l l )  500 

.90 .77 .79 1.00 1.87 1.2E 
6.4~1~ 6.3% 5.4% 4.4% 4.2% 3.8% 

:APITAL STRUCTURE as of 9130112 
rota1 Debt $137.5 mill. Due in 5 YE $25.0 mill. 
.T Debt $132.4 mill LT Interest $6.0 mill. 
LT interest coverage: 5.0~) 

'ension Assets-12/11 $32 2 mill. 

(42% of Cap'l) 

Oblig. $56.2 mill 
Yd Stock $3.4 mill. Pfd Div'd: $.2 mill. 

:ommon Stock 15,754,656 shs. 
IS of I0126112 

8.6% 7.8% 8.7% 8.9% 

94% 84% 79% 78% 
.6% 1.3% 1.8% 2.0% dARKET CAP: $300 million (Small Cap) 

XRRENT POSITION 2010 2011 9130112 

:ash Assets 2.5 3.1 1.8 
20.3 19.8 23.9 Ither 

zurrent Assets 22.8 22.9 25.7 
k c t s  Payable 6.4 5.7 4.2 
)ebt Due 4.4 4.6 5.1 

29.9 36.4 40.6 3ther 
hrrent Liab. 40.7 46.7 49.9 
3x. Chg. Cov. 400% 380% 300% 
4NNUAL RATES Past Past Est'd '09-'11 
ifchange (persh) 1OYrs. 5Yn. 10'6'17 
?evenues 3.0% 1.5% 4.0% 
Cash Flow" 3.5% 3.5% 7.0% 
:arnngs 2.5% 4.5% 7.0% 
1 i v i d e n d s 2.0% 1.5% 1.5% 
300k Value 4.5% 5.5% 3.5% 

($MILL.) 

--- 

--- 

iter Company engages in the ownership 
water utility systems in New Jersey, Deb 
It also operates water and wastewater 

systems under contract on behalf of municipal and private clients in 
NJ and DE. Its Middlesex System provides water services to 60,000 
retail customers. orimarilv in Middlesex Countv. New Jersev. in 

Ilesex 
regulat, 

2011, the Middl ?x System accounted for 64% of total revenues. 
At 12/31/11, the company had 289 employees. Incorporated: NJ. 
President, CEO, and Chairman: Dennis W. Doll. Offcerddirectors 
own 3.39% of the common stock; BlackRock, 6.2%; The Vanguard 
Group, 5.4% (4112 proxy). Address: 1500 Ronson Road, Iselin. NJ 
08830. Tel.: 732-634-1500. Internet: www.middlesewater.com. 

aware, and Pennsylvan 

Middlesex Water should be able to 
grow the bottom line in 2013. In  fact, 
we believe share earnings could likely rise 
10%-12%. We think recent rate increases, 
debt refinancing, and a recovering New 
Jersey housing market will drive decent 
share-net gains. The most notable rate in- 
crease in 2012 was an $8.1 million in- 
crease for New Jersey customers in its 
Middlesex system. (The company had re- 
quested a rate increase of $11.3 million 
per year.) Additionally. the Tidewater 
business in Delaware saw a $3.9 million 
upgrade to its base water rates. 
Hurricane Sandy and a lackluster job 
market are a concern. The company 
mostly escaped the devastation of the hur- 
ricane. The one notable disturbance was 
the loss of power at a n  intake station in 
New Brunswick, New Jersey. However, 
the storm's impact will likely hurt  an  al- 
ready weak job market in the state. MSEX 
continues to face reductions in demand 
from a number of its largest commercial 
and industrial customers. However, we do 
expect the housing market to boost cus- 
tomers and water usage in the coming 
years. 

Capital investment will likely help 
longer-term growth. The company ex- 
pects to invest $34 million over the next 
two years. The vast majority of these in- 
vestments are targeted toward its Distri- 
bution systems. We believe the focus on 
water distribution infrastructure is crucial 
to help offset the weakening demand from 
commercial and industrial customers. 
The company has increased its 
quarterly dividend. The 1.3% hike was 
expected when considering MSEXs payout 
history. 
We have adjusted our top- and 
bottom-line estimates for 2013. We 
have slightly raised our revenue and 
share-net projections to $11 5 million and 
$1 .OO, respectively. 
The issue has a Timeliness rank of 1 
(Highest). The income-minded investor 
may also find these shares appealing, as 
the dividend yield is above the Value Line 
median and most of its peers. However, a 
rich valuation and the  stocks below- 
average 3- to 5-year capital appreciation 
potential suggest that  long-term investors 
should stay on the sidelines. 
Michael Collins January IS, 2013 

Cal- 

2009 
2010 
2011 
2012 
2013 

Cal- 

2009 
2010 
2011 
2012 
2013 

Cal- 

2009 
2010 
2011 
2012 
2013 

- 

- 

23.5 27.4 32.3 26.8 
28.0 28.0 32.0 27.0 

EARNINGS PER SHARE A Full 
Mar.31 Jun. 30 Sep. 30 Dec. 31 I Year 

.IO .21 29 .I2 I .72 

.23 

,178 ,178 ,178 ,180 .71 
,180 .I80 ,180 ,183 
,183 ,183 .I83 .I85 .73 
,185 ,185 .I85 ,1875 .74 

Company's Financial Strength B+ 
irly March. (C) In millions, adjusted for splits. Stock's Price Stability 95 

assets in 2011: $8.2 million, Price Growth Persistence 35 
Eaminas Predictabilitv 85 
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35 1 
20 0 

2008 
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:APITAL STRUCTURE as of 9/30/12 
'otal Debt $341.2 mill. Due in 5 Yrs $5.2 mill. 
.T Debt $335.8 mill. LT Interest $18.7 mill. 
Total interest coverage: 4 . 6 ~ )  (55% of Cap'l) 

.eases, Uncapitalized: Annual rentals $4.5 mill. 

'ension Assets-12/11 $62.8 mill. 

Vd Stock None. 
Oblig. $123.9 mill 

:ommon Stock 18,653.633 shs. 
IS of 10/19/12 
lARKET CAP $475 million (Small Cap) 
NRRENT POSITION 2010 2011 9130112 

:ash Assets 1.7 26.7 6.7 
36.3 42.2 55.4 Xher 

:urrent Assets 38.0 68.9 62.1 

(WILL.) 

--- 

- I I 1 
pur- Austin, Texas. The company offers nonregulated water-related 

chase, storage, purification, distribution. and retail ile of water. It- services, induding water system operations, cash remittances. and 
provides water service to approximately 226,000 connections that 
serve a population of approximately one million people in the San 
Jose area and 8,700 connections that serve approximately 36,000 
residents in a service area in the region between San Antonio and 

SJW will probably report a steep 
earnings decline in the fourth 
quarter. The water utility's 2011 
December-period results benefited greatly 
from the recognition of a Mandatory Con- 
servation Revenue Adjustment Account 
(MCRAM), the likes of which are not ex- 
pected to have been recovered a ain in 
2012. We suspect that  share net felfnearly 
50% absent this $0.18-per-share contribu- 
tion. Meanwhile, rising operating costs are 
expected to have offset any top-line mo- 
mentum gained from good weather. 
Growth is likely to get a boost in 2013. 
We expect a favorable ruling to be handed 
down shortly on the company's 2013-2015 
general rate case. If we are correct, the 
contribution will result in double-digit 
earnings growth. 
That said, the momentum is expected 
to be short-lived. Infrastructure im- 
provements are expected to total hundreds 
of millions of dollars over the next few 
years. SJW, however, is cash-poor and has 
a n  already highly leveraged balance sheet. 
Improved regulatory backing will help, but 
cash flows from operations are likely to 
pale in comparison to the company's obli- 

maintenance contract services. SJW also owns and operates com- 
mercial. real estate investments. Has 375 employees. Chairman: 
Charles J. Toeniskoetter. Inc.: CA. Address: 110 W. Taylor Street, 
San Jose, CA 95110. Tel.: (408) 279-7800. Int:www.sjwater.com. 

gations. I t  will have to issue more stock 
and/or debt in order to make the changes, 
but such financing will dilute gains for the 
foreseeable future. As a result, we look for 
earnings growth to fall off considerably in 
2014. and to remain muted thereafter. 
This issue is favorably ranked for 
Timeliness as a result of its recent 
earnings power. Still, potential investors 
are advised to be careful. SJW does not 
stand out for price appreciation potential 
over the coming 3 to 5 years because of the 
company's financial limitations. Indeed, 
the financing needed to make infrastruc- 
ture improvements will erase a fair share 
of the regulatory benefits we envision. 
True, the dividend is above the Value Line 
average, but it is far less impressive when 
compared to other utilities. Thus, there 
are much better choices for investors seek- 
ing an  income producer. Meanwhile, we 
caution that annual dividend increases 
may slow if operating conditions worsen or 
regulatory backing sours. Nevertheless, 
SJW is one of the better total return 
vehicles offered in this space for those 
looking to gain exposure to water utilities. 
Andre -I. Costanza January 18, 2013 

kcts Payable 5.5 7.4 17.6 
lebt Due 5.1 .8 5.4 

18.6 20.1 27.9 
:urrent Liab. 29.2 28.3 50.9 

- - _ _  Xher 

3x. Chg. Cov. 262% 276% 250% 
INNUAL RATES Past Past Est'd '09-'11 
lchange(persh) 1OYrs. 5Yrs. to'15-77 
ievenues 6.0% 4.5% 3.5% 
Cash Flow" 6.0% 2.5% 4.5% 
rarnings 2.0% -3.0% 8.0% 
lividends 5.0% 5.0% 3.0% 
b o k  Value 5.5% 4.5% 4.5% 

Cat- QUARTERLY REVENUES ($ mill.) FUII 
mdar Mar.31 Jun. 30 Sep. 30 Dee. 31 Year 
2009 40.0 58.2 69.3 48.6 216. 
2010 40.4 54.1 70.3 50.8 215.1 
2011 43.7 59.0 73.9 62.4 239.f 
2012 51.2 65.6 82.4 65.8 265 
2013 54.0 69.0 84.0 68.0 275 
Gal- EARNINGS PER SHARE A FU~I 
!ndar Mar.31 Jun. 30 Sep. 30 Dec. 31 Year 
2009 .01 .23 .43 .I4 .81 
2010 .05 .24 .44 . I1 .84 
2011 .03 .29 .44 .35 1.11 
2012 .06 .28 .53 .18 1.05 
2013 .10 .33 .55 2 2  1.20 
Cab- QUARTERLY DIVIDENDS PAID E. FUII 
indar Mar.31 Jun.30 Sep.30 Decf l  Year 

2009 ,165 ,165 ,165 ,165 66 
2010 .I7 .t7 .I7 .I7 .68 
2011 .I73 ,173 .I73 ,173 6 9  

2013 
2012 . i n 5  ,1775 ,1775 .in5 .TI 

d due to roundina I IC) In millions. adtusted for stock solits I Companv's Financial Strenath B+ r) Diluted earnings. Exdudes nonrecurring not .~ 
sses : '03, $1.97; '04, $3.78: '05. $1.09; '06, (B) wdends historic&y paid in earfy March, ' ' Stocks Price Stability - 80 
16.36; '08, $1.22; '10, 46$. Next earnings June, September, and December. = Div'd rein- Price Growth Persistence 60 
'port due late Februaiy Quartedy egs. may vestment plan available 

0 2013 Value Line FuMishi LLC. Ai i hls resewed. Factual material is oMened horn sources believed to be reliable and is povlded viithouf warranties d an kmd 
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.82 1.16 1.09 

2.69 2.M 3.21 3.42 3.85 4.15 
65.75 67.47 72.20 106.80 111.82 113.97 

4.9% 3.9% 2.9% 3.0% 3.3% 2.5% 

:APITAL STRUCTURE as of 9/30/12 
otal Debt $1658.4 mill. Due in 5 Yrs $300 mill. 
.T Debt $1519.7 mill. 
LT interest earned: 5.3~; total interest coverage: 
..4x) (54% of Cap'l) 

'ension Assets-12/11 $148.9 mill. 
Obllg. $237.1 mill. 

'fd Stock None 
:ommon Stock 139,941,476 shares 
IS of 10/24/12 
lARKET CAP: 53.6 billion (Mid Cad  

LT Interest $65.0 mill. 

. . .  
XJRRENT POSITION 2010 2011 9/30/12 

:ash,Assets 5.9 8.2 6.1 
teceivables 85.9 81.1 103.8 
nventory (AvgCst) 9.2 11.2 12.2 

44.4 220.0 108.9 Ither 
:urrent Assets 145.4 320.5 231.0 
\cds Payable 45.3 68.3 45.1 
k b t  Due 28.5 80.4 138.7 

149.9 277.0 131.3 Ither 
hrrent Liab. 223.7 425.7 315.1 
:ix. Chg. Cov. 290% 367% 328% 

iNNUAL RATES Past Past Est'd '09-'11 

(WILL.) 

- - _ _  
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fchange(persh) 10Yn. 5Yi. to'li17 
Cevenues 8.0% 7.5% 4.5% 
Cash Flow" 8.5% 8.0% 5.0% 
:arnings 6.5% 4.5% 7.0% 
Xvidends 7.5% 8.0% 5.0% 
look Value 9.0% 7.0% 4.0% 
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.37 .40 .44 .48 
1.54 1.84 2.05 1.79 
5.89 6.30 6.96 7.32 

127.18 128.97 132.33 133.40 
25.1 31.8 34.7 32.0 
1.33 1.69 1.87 1.70 

442.0 496.8 533.5 602.5 
80.0 91.2 92.0 95.0 

39.4% 38.4% 39.6% 38.9% 

.64 .71 . .70 .71 

2.3% 1.8% 1.8% 2.1% 

_ _  _ _  ._ ._ 
50.0% 52.0% 51.6% 55.4% 
50.0% 48.0% 48.4% 44.6% 
1497.3 1690.4 1904.4 2191 4 

2008 2009 2010 2011 
463 491 526 513 
142 161 178 184 

73 77 90 103 
51 55 59 62 

198 208 237 238 
782 812 851 901 

13537 13649 13797 13887 
249 231 211 211 
150 154 134 136 

6270 6705 726 1 7120 
979 1044 1240 1431 

397% 394% 392% 329% 
29% 3.1% 

541% 556% 566% 530% 

28% 31% 31% 31% 

- -  - -  

45.9% ~ 44.4% I 43.4% I 47.0% 
2306.6 24955 27062 2647.3 

70% I 72% I 65% I 60% 

Target Price Rangt "" I I 1 2015 I2016 12017 

22.8 Avg Ann'l PIE Ratio 21.0 
1.43 Relative PIE Ratio 

2.0% 
46.0% 
54.0% 

4.5% 
12.5% 
12.5% 
5.0% 
59% - I I I 

SS: Aqua America, Inc. is the holding company for water others Water supply revenues '11: residential, 59.5%; commercial. 
and wastewater utilities that serve approximately three million rest- 14.5%; industrial gother, 26.0%. Officers and directors own 1.5% 
dents in Pennsylvania, Ohio, North Carolina, Illinois. Texas, New of the common stock (4H2 Proxy). Chairman 8 Chief Executive Of- 
Jersey, Florida, Indiana, and five other states. Divested three of ficer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Address: 
four non-water businesses in '91; telemarketing group in '93; and 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010. TeC 
others. Acouired AouaSource. 7/03: Consumers Water. 4/99: and eDhOne: 610-525-1400. Internet: w w  aouaamerica.com 

Aqua America will likely grow at a 
decent clip in 2013. Indeed, we expect 
the shale-water pipeline business, the 
retooling of its portfolio, and cost controls 
to drive a 9% year-over-year rise in the 
bottom line. Additionally, we are  looking 
for an  acceleration of infrastructure in- 
vestments over the  next two years. Man- 
agement estimates that capital spending 
should increase 8%-10% from the 2012 fig- 
ure. The majority of investments will be 
focused on pipe replacement projects to 
improve its distribution networks and up- 
grade plants. These investments are 
necessary, considering that the  housing 
market appears to be rebounding. On the 
cost side, the construction of four solar 
farms and the conversion of their truck 
fleet to natural gas should help margins. 
We have raised our 2013 share-net es- 
timate. We have increased our 2013 top- 
and bottom-line estimates to $825 million 
and $1.15 a share, respectively. 
The Marcellus water pipeline venture 
should boost longer-term profitability. 
Phase I1 of the project was most likely 
completed at the end of 2012. The pipeline 
has already eliminated the need for 15,000 

water truck trips over the rural roads of 
Pennsylvania. With the  recent uptick in 
natural gas prices, drilling activity should 
start picking up  for oil & gas operators. 
WTR may also s ta r t  looking to penetrate 
the Utica market, as well. 
The company's portfolio restructuring 
efforts should continue into 2013. 
There has been no update on Aqua Amer- 
ica's $95 million offer to sell its Florida op- 
erations to the Florida Governmental Util- 
ity Authority. The leaner portfolio plan 
will consolidate i ts  operations to 8 mar- 
kets, with Ohio and Texas offering the 
most promise, due to lighter regulations 
and improving demographics. 
A dividend hike provides a welcoming 
sign. However, further increases are un- 
likely in the near term, as management 
shifts its focus on M&A and capital invest- 
ments. 
The stock is set to outperform the 
broader market averages in the near 
term. The issue should have some appeal 
to income-oriented accounts, due to its 
above-average dividend yield when com- 
pared to the Value Line median. 
Michael ColIins January 18, 2013 

#vidends histoncally paid in early March, Company's Financial Strength B++ 

Price Growth Persistence 65 
Stock's Price Stability 100 

earnings repoll due late February. (C) In millions, adjusted for stock splits. Earnings Predictability 100 
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March 8,2013 NATURAL GAS UTILITY 539 
Stocks in the Natural Gas Utility Industry have 

strengthened in price over the past several 
months. It appears that movement can be attrib- 
uted partially to better performing financial mar- 
kets, reflecting Federal Reserve Chairman Ben 
Bernanke's ongoing support for keeping interest 
rates low (through substantial purchases of U.S. 
government and agency bonds) to stimulate the 
economy. A string of positive corporate earnings 
reports and reasonably good demand in a recent 
Italian bond auction have provided additional 
support for equities. 

But by the time we went to press, there was some 
investor concern about an estimated $85 billion in 
across-the-board spending cuts taking effect, 
which would constrain the economy, if a deal was 
not reached between President Obama and Con- 
gress. (A series of automatic tax hikes were largely 
avoided earlier this year because of an 11th hour 
agreement.) Even if this scenario occurred, we 
believe that Natural Gas Utility stocks would hold 
up better than those in a number of other indus- 
tries. Indeed, their healthy levels of dividend in- 
come have provided a measure of much-needed 
stability during market downturns. 

State of the Domestic Economy 
The economy had a challenging time in the  final 

quarter of 2012, with Gross Domestic Product (GDP) 
expanding j u s t  0.1% (revised upward from a contraction 
of 0.1% due to better export figures and fewer imports). 
That result stemmed partly from the largest cut in 
defense expenditures in 40 years. To further complicate 
matters,  businesses scaled back on restocking. In  this  
difficult operating environment, customers have been 
focusing on energy conservation, which, of course, acts 
as a restraint  on the revenues of t he  companies included 
in the Natural  Gas Utility Industry. 

Even so, better (though not spectacular) economic 
conditions might be in store for 2013. For one thing, t he  
housing market has  exhibited signs of life, with strength 
in both building permits and  housing starts.  Moreover, 
the employment picture should gradually improve, and  
there ought to be reasonable progress in consumer 
spending and  business investment. At this juncture,  we 
believe tha t  GDP will increase between 1% and 2% in 
the first quarter, with growth picking up  later in the 
year and into 2014. 

Weather 
Weather is a factor t ha t  affects the demand for natural  

gas, especially from small commercial businesses and  
consumers. Not surprisingly, earnings for utilities a r e  
susceptible to  seasonal temperature patterns, with con- 
sumption normally at i ts  peak during the winter heating 
months. Unseasonably warm or cold weather can cause 
substantial volatility i n  quarterly operating results. But  
some companies strive to counteract this exposure 
through temperature-adjusted rate  mechanisms, which 
are  available in many states. Therefore, investors inter- 
ested in utilities with more-stable profits from year to 
year a re  advised to look for companies tha t  hedge this 
risk. 

I INDUSTRY TIMELINESS: 60 (of 98) I 
Business Structure 

A number of these utilities have to sett le cases with 
their  respective state commissions when trying to 
change their current rates. The local governments evalu- 
ate these rates and determine the  return on equity these 
companies can achieve for a certain period of time. Rate 
cases generally occur when operational expenses pres- 
sure profitability. Thus,  at any given time, there are  
usually a few rate  cases pending here. As a result, the  
s t a tus  of ra te  cases remains carefully watched in this 
sector. A favorable ruling can increase what  a company 
can charge its customers and,  i n  tu rn ,  bolster earnings. 
The s t a t e  commissions generally try to strike a balance 
between consumer and  shareholder interests when mak- 
ing these decisions. When the  regulatory climate is 
relatively quiet, utilities may place greater emphasis on 
cost cutting and nonregulated businesses (which include 
pipelines and energy marketing & trading). 

Dividends 
The main attraction of utility equities is  their gener- 

ous levels of dividend income. At the  time of this writing, 
the average yield for the 11  companies in our group was 
around 3.7%, considerably higher t han  the Value Line 
median of 2.3%. Standouts include AGL Resources, 
Northwest Natural Gas, LacIede Group, and WGL Hold- 
ings. When the financial markets a r e  turbulent, which 
seems to be more common these days, healthy dividend 
yields tend to act  as a n  anchor, so to speak, in this 
category. 

Conclusion 
Stocks in the Natural  Gas Utility Industry a re  most 

appropriate for income-oriented investors with a conser- 
vative bent (given tha t  a number of these issues are  
ranked favorably for Safety and earn  high marks  for 
Price Stability). I t  should be noted, however, t ha t  com- 
panies with larger nonregulated operations may offer a 
higher potential for returns,  though profits could be 
more volatile t han  for companies with a greater empha- 
s is  on the more stable utility segment. As always, our 
readers a re  advised to carefully examine the following 
reports before making a commitment. 

Frederick L. Harris, IIl 

Natural Gas Utility 
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Gal- 
cndar 
2010 

2012 
2013 
2014 

Cat- 
endar 
2010 
2011 
2012 
2013 
2014 

Cab. 
endar 

2009 
2010 
2011 
2012 
2013 

2011 

A M J J A S O  

Percent 10 
shares 12 
traded 6 

QUARTERLY REVENUES (I mill.) A FUII 
Mar.31 Jun.30 Sep.30 Dec.31 Year 

1003 359 346 665 2373 

1404 686 614 1218 3922 
1700 655 560 1240 4155 
1805 695 595 1310 4405 

EARNINGS PER SHAREAB FUII 
Mar.31 Jun.30 Sep.30 Dec.31 Year 

1.73 .17 .29 3 1  3.0C 
1.59 .23 d.04 .37 2.12 
1.12 .28 .08 .84 2.3: 
f.55 .20 .15 .70 2.51 
1.75 .25 .I5 .75 2.91 
QUARTERLY DIVIDENDS PAID CFD ~ ~ 1 1  

Mar.31 Jun.30 Sep.30 Dec.31 Year 
.43 .43 .43 43 1.7; 
.A4 .44 .A4 .44 1.R 
.45 .45 .45 55 1.9c 
.36 .46 .46 .46 1.74 
.47 

878 375 295 790 2338 

1.37 I i.4: I .91 1 1.29 

2.59 2.51 2.92 
1.08 1.08 1.08 1.08 

; '03, ($0.07); '08, $0.13. Next earnings 
due late April. 

Nvidends historically paid early March, 
Sept., and Dec. Div'd reinvest. plan 

available. (0) Includes intangibles. In 2012: 
$1933 million, $17.9l/share. 
(E) In millions. (F) Excluding special dividends 
from the Nicor merger. 

:APITAL STRUCTURE as of 12/31/12 
rota1 Debt $5541 mill. Due in 5 Yrs $2370 mill. 
.T Debt $3327 mill. LT Interest $184 mill. 
Total interest coverage: 5 . 6 ~ )  

.eases, Uncapitalized Annual rentals $214.9 mill. 
'ension Assets-12/12 $845.0 mill. 

Oblig. $968.0 mill. 
'M Stock None 

:ommon Stock 117,876,484 shs 
IS of 1/31/13 

MARKET CAP $4.7 billion (Mid Cap) 
ZURRENT POSITION 2010 2011 2012 

Company's Financial Strength A 
Stock's Price Stability 100 

Earnings Predictability 75 
Price Growth Persistence 60 

($MILL.) 
:ash Assets 24 69 131 

2138 2677 2537 3ther 
:went Assets 2162 2746 2668 

k b t  Due 1032 1928 2214 
1212 862 790 

;went Liab. 2428 3084 3338 

- ~ -  
4ccts Payable 184 294 334 

- _ _ _ _  lther 

e recemons + 
...... 

2003 2004 
15.25 23.89 
3.47 3.29 

BUSINESS AI . Resources Inc 

w 35.2 24.0 24.0 

s a public utility hddinq 

- 
40.1 
34.2 
- 

2010 
30.4'2 
5.05 
3.00 
1.76 
6.54 

23.24 
78.00 
12.5 
.80 

4.7% 

2373.0 
234.0 

35.9% 
9.9% 

48.0% 
52.0% 
3486.0 
4405.0 

12.9% 

- 

- 
- 

- 
- 

- 
- 

__ 
7.6% 

12.9% 
5.6% 
57% 

- 

- 
X l l P b  

ny. Distribution subsidiaries include Atlanta Gas Lkht, Chattanooga 
Gas, Elizabethtown Gas, Virginia Natural Gas, Florida City Gas and 
Elkton Gas. Acquired Nicor in 2011. The utilities have more than 
4.4 million customers in Georgia, Virginia, Tennessee, New Jersey, 
Florida, and Illinois. Engaged in nonregulated natural gas marketing 

AGL Resources had a weak year-end 
close. Fourth-quarter earnings were hurt  
by Nicor merger-related expenses and the 
warmest winter on record in the South- 
eastern U.S. That said, weather 
normalization base rate changes some- 
what mitigated these problems. Revenues 
increase to $3.922 billion (up 67%) in 2012, 
thanks to the  Nicor acquisition; share 
earnings increased to $2.32. Revenues and 
profits are likely to advance next year, as 
Nicor-related merger costs should decrease 
and weather patterns should be more fa- 
vorable. CapEx should decrease, as the 
natural gas storage facility construction 
comes to a close. Hurricane Sandy seems 
to have had a minimal effect on the 
Elizabethtown subsidiary. 
AGL Resources agreed to purchase as- 
sets from NiSource's retail service 
business at a cost of $120 million. As- 
sets include many services programs, in- 
cluding those in Indiana (ESP brand), 
Massachusetts (Guardian Care brand), 
and Ohio (Columbia Retail Services 
brand). This acquisition should increase 
operating income by about $15 million an- 
nually. There may also be some short-term 

172.0 I 271.0 1 300 
40.2% 39.8% 38.0% 
7.4% 6.9% 1.0% 

51.8% 49.5% 48.0% 
48.2% 1 50.5% 1 5;:; 
6879.0 67160 

and other allied sewices 

- 32 

%TOT. RETURN 1113 8 

406 586 

6.65 "Cash Flow" per sh 8.40 
2.90 Earnings per sh A 4.10 
1.92 Div'ds Decl'd per sh cFm 2.04 
5.60 Cap'l Spending per sh 6.45 

33.75 Book Value per sh 36.05 
117.00 Common Shs Outst'g E 117.0 
e~ are Avg Ann'l PIE Ratio 15.0 

Relative PIE Ratio 1.00 
le* Avg Ann'l Div'd Yield 3.5% 

4405 Revenues ($mill) A 5250 
340 Net Profit ($mill) 480 

36.5% Income Tax Rate 32.5% 
7.7% Net Profit Margin 9.2% 

48.5% Long-Ten Debt Ratio 51.5% 
51.5% Common Equity Ratio 48.5% 
7685 Total Capital [$mill) 8670 
9380 Net Plant ($mill) 11170 
6.0% Return on Total Cap'l 7.0% 
8.5% Return on Shr. Equity 11.5% 
8.5% Return on Com Equity 6.0% 
2.0% Retained to Corn Eq 6.0% 
66% All Div'ds to Net Prof 50% 

lerequlated subsidiaries Georgia Natural 
Gas markets natural gas at retail. Acquired Compass Energy Serv- 
ices, 10107. BlackRock Inc owns 6.8% of common stock; off./dir.. 
less than 1.0% (3112 Proxy). Pres. & CEO: John W. Somerhalder II. 
Inc.: GA. Addr.: Ten Peachtree Place N.E., Atlanta, GA 30309. Tel- 
ephone: 404-584-4000. Internet: www.agIresources.com. 

costs associated, so we have lowered our 
2013 per-share estimate. Longer term, 
however, this unregulated business seg- 
ment is  likely to boost the top and bottom 
lines. 
The board raised the annual dividend 
by $0.04, to $1.88 a share (up 2%). 
Though the increase is small, the yield is 
still high compared to other natural gas 
utilities. Dividend growth over the short 
term may be hampered by integration 
costs, but the company has strong payout 
growth potential over the next few years. 
The Timeliness rank of AGL Re- 
sources stock is 3 (Average). The com- 
pany's shares are likely to trade alongside 
the broader markets over the next six to 
12 months. Merger-related headwinds ex- 
ist as costs loom large, though the compa- 
ny may have good increases in earnings 
late next year, helped by weak com- 
parables. Cooler weather next winter could 
also boost profitability. The strong divi- 
dend adds a bonus, but appreciation 
potential looks to be average. That said. 
this issue is an interesting choice for 
income-minded investors. 
John E. Seibert III March 8, 201: 



Percent 12 
shares 8 

Atmos Energy's history dates back to 
1906 in the Texas Panhandle. Over the 
years, through various mergers, it became 
part of Pioneer Corporabon, and, in 1981, 
Pioneer named its gas distnbuhon division 
Energas In 1983, Pioneer organized 
Energas as a separate subsidiary and dis- 
tnbuted the outstanding shares of Energas 
to Pioneer shareholders Energas changed 
its name to Atmos in 1988 Atmos acquired 
Trans Louisiana Gas in 1986, Western Ken- 
tucky Gas Utility in 1987, Greeley Gas in 
1993, United Cities Gas in 1997, and others 
CAPITAL STRUCTURE as of 12/31/12 
Total Debt $2787 4 mill Due in 5 Yrs $1320 0 mill 
LT Debt $1956 4 mill 
(LT interest earned 3 lx. total interest 
coverage 3 lx) 
Leases, Uncapitalized Annual rentals $17 6 mill 
Pfd Stock None 
Pension Assets-9/12 $343 1 mill 

Common Stock 90,517,509 shs 
as of 2/1/13 
MARKET CAP. $3.4 billion (Mid Cap) 
CURRENT POSITION 2011 2012 12/31/12 

Cash Assets 1314 6 4 2  1246 
8796 7638 10400 Other 

Current Assets 1011 0 828 0 1164 6 
Accts Payable 291 2 215 2 367 3 
Debt Due 2088 571 1 831 0 

3676 4897 4468 Other 
Current Liab 8676 12760 16451 
Fix Chg Cov 432% 448% 440% 
ANNUAL RATES Past Past Est'd 'IO-'12 
ofchange(persh) 10Yrs. 5Yrs. to'16-78 
Revenues 50% -70% 35% 
Cash Flow" 4 0 %  3 0 %  45% 

Earnings 5 0% 3 0% 5 5% 
Dividends 1 5 %  15% 15% 
Book Value 6 5 %  4 0 %  55% 
Fiscal QUARTERLY REVENUES [$ mill.)A Full 

:,$: Dec.31 Mar.31 Jun.30 Sep.30 
2010 12929 19403 7702 7863 47897 
2011 11333 15815 8436 7892 43476 
2012 10840 12255 5764 552.6 34385 
2013 10342 7300 570 565.8 3470 
2014 7050 7350 670 590 3600 
Fiscal EARNINGS PER MAREA 6 E Full 
2,:; Dec.31 Mar.31 Jun.30 Sep.30 %g; 
2010 100 117 d03 02 216 
2011 81 140 04 01 226 

2013 85 7.23 .29 .03 2.40 
2014 .82 1.37 .32 .04 2.55 

Cai- QUARTERLY DMDENDS PAM C= FUII 
endar Mar.31 Jun.30 Sep.30 Dec.31 Year 

2009 33 33 33 335 133 
2010 335 335 335 34 135 
2011 34 34 34 345 137 
2012 345 345 345 35 139 
2013 35 

4) Fiscal year ends Sept 30th (B) Diluted 3$ 
hrs Excl nonrec items '03, d17$, '06, d18#, his1 
17, d2$. 09, 12#, 10, 5$, 11. (I$) Excludes and 
iscontlnued operations '11. 106. '12, 27$. '13, pur 

LT Interest $110 0 mill 

Oblig. $480 0 mill 

(WILL) 

- - _ _  

_ _ - -  

2012 68 112 31 - -  210 

e - - 
7- - 

& -.. 

& 2003 
54.39 
3.23 
1.71 
1.20 
3.10 

16.66 
51.48 
13.4 
.76 

5.2% 

2799.9 
79.5 

37.1% 
2.8% 

50.2% 
49.8% 
1721.4 
1516.0 
6.2% 
9.3% 
9.3% 
2.8% 
70% 

BUSIt 
distrib 

- 

- 
- 

- 

~ 

__ 

- 

- 

__ 

__ 

2004 
46.50 
2.91 
1.58 
1.22 
3.03 

18.05 
62.80 
15.9 
.84 

4.9% 

2920.0 
86.2 

37.4% 
3.0% 

43.2% 
56.8% 
1994.8 
1722.5 

5.8% 
7.6% 
7.6% 
1.7% 
77% 

__ 

- 
- 

- 

~ 

~ 

__ 

__ 

~ 

30.0 
25.0 

)....... 

2005 
61.75 
3.90 
1.72 
1.24 
4.14 

19.90 
80.54 
16.1 
.86 

4.5% 

4973.3 
135.8 

37.7% 
2.7% 

57 7% 
42.3% 
3785.5 
3374.4 

5.3% 
8.5% 
8.5% 
2 3% 
73% 

~ 

~ 

~ 

- 

__ 

__ 

~ 

~ 

__ 

- 
29 3 
19 7 

- 2008 
79 52 
4 19 
2 00 
130 
5 20 

22 60 
90 81 
13 6 

82 
4 8% 

7221 3 
1803 

38 4% 
2 5% 

50 8% 
49 2% 
4172 3 
4136 9 

5 9% 
8 8% 
8 8% 
3 1% 
65% 

~ 

~ 

~ 

- 

__ 

~ 

- 

~ 

__ 

- 
SS: Atmos Energy Corporation is engags 
on and sale of natural gas to more than I 

28.5 34.9 

I I \ I  1 

.83 .E4 .90 1.01 Val" 

5.3% 4.7% 4.2% 4.1% 

4969.1 4789.7 4347.6 3438.5 3470 
179.7 201.2 199.3 192.2 220 

34.4% 38.5% 36.4% 33.8% 35.0% 
3.6% 4.2% 4.6% 5.6% 6.3% 

49.9% 45.4% 49.4% 453% 45.0% 
50.1% 54.6% 50.6% 54.7% 55.0% 
4346.2 3987.9 4461.5 4315.5 4800 
4439.1 4793.1 5147.9 5475.6 5800 

5.9% 6.9% 6.1% 5.8% 6.0% 
8.3% 9.2% 8.8% 8.1% 8.5% 

irimarily in the mercial; 3%. industrial; a 

-10 
I I  4 %TOT. RETURN 1/13 
THIS YLARITH.' 

STOCK INDEX 
1 yr. 20.1 16.8 
3 yr. 54.0 54.1 
5yr. 63.8 58.6 

2014  GVALUELlNEPUB.LLC 16-18 
39.15 Revenues per sh A 56.30 

2.55 Earningspersh A B  

7.42 Div'ds Decl'd per sh C s  

8.60 Cap'l Spending per sh 
30.80 Book Value per sh 
92.00 Common Shs Outst'g D 

es a n  Avg Ann'l PIE Ratio 
Relative PIE Ratio 

34.65 
103.00 

Avg Ann'l Div'd Yield 3.8% ter 

3600 I Revenues ISmilll 1 
235 Net Profit ($milti 310 

35.0% Income Tax Rate 38.0% 

45.0% LongTerm Debt Ratio 49.0% 
55.0% Common Equity Ratio 51.0% 

5750 Total Capital ( h i l l )  7000 
6775 Net Plant ($mill) 8000 
6.0% Return on Total Cap'l 6.0% 
8.5% Return on Shr. Equity 8.5% 
8.5% Return on Com Equity 8.5% 
3.5% Retained to Coin Eq 4.5% 
56% All Div'ds to Net Prof 50% 

6.5% Net Profit Margin 5.3% 

~ 

4% other 2012 depreuation rate 3 3% 
ee million ws- Has around 4.760 employees. Officers and directors own 1.2% of 

tomers through six regulated natural gas utility operations: Louisi- common stock (12H2 Proxy). President and Chief Executive Of- 
ana Division, West Texas Division. Mid-Tex Division, Mississippi ficer: Kim R. Cocklin. Incorporated: Texas. Address: Three Lincoln 
Division. Colorado-Kansas Division. and Kentucky/Mid-Slates Divi- Centre, Suite 1800, 5430 LBJ Freeway, Dallas, Texas 75240. Tele- 
sion. Gas sales breakdown for 2012: 65%, residential; 28%, com- phone, 972-934-9227. Internet: www.almosenergy.com. 

Atmos Enerev began fiscal 2013 (ends 
September a t h )  yn excellent fashion. 
In fact, share net for the first quarter 
jumped 25%, compared to the same period 
a year earlier. That's partly because the 
core natural gas distribution unit 
benefited from a drop in operating ex- 
penses, plus colder temperatures (mainly 
in the Mid-Tex service area), which 
boosted consumption levels. And it is im- 
portant to  mention that, during the period, 
Atmos was able to complete seven rate 
case proceedings, which will result in a 
$63.7 million rise in annual operating in- 
come. (The majority of the increase is for 
the Mid-Tex division.) Meanwhile, the reg- 
ulated transmission and storage operation 
enjoyed higher revenues from a Gas 
Reliability Infrastructure Program filing 
that became effective last April. At  this 
juncture, it appears that Atmos' fiscal 
2013 share net will climb about 14%, to 
$2.40. Assuming additional expansion of 
operating margins, the bottom line ought 
to advance another 6%. to $2.55 a share, 
the followin year. 
Steady, afbeit unexciting, results 
seem likelv for the Dallas-based com- 

pany over the 2016-2018 horizon. The 
utility continues to rank a s  one of the 
country's largest natural gas-only dis- 
tributors. Moreover, the other businesses, 
especially pipelines, possess healthy over- 
all expansion prospects. Lastly, we believe 
that  the company will eventually resume 
its successful strategy of purchasing less 
efficient utilities and shoring up their prof- 
itability through expense-reduction efforts, 
rate relief, and aggressive marketing in- 
itiatives. But given our exclusion of future 
acquisitions, due to many uncertainties, 
annual share-net growth might be in the 
mid-single-digit range during the next 
three to five years. 
The main attraction here is the divi- 
dend yield, which is a bit above the 
average of all gas utility equities 
tracked by Value Line. Our 2016-2018 
projections indicate that further, though 
modest, hikes in the well-covered distribu- 
tion are likely. I t  should also be noted that 
these shares hold a 2 (Above Average) 
rank for Safety and excellent mark for 
Price Stability. Meanwhile, the Timeliness 
rank stands a t  3 (Average). 
Frederick L. Harris, 111 March 8. 2013 

mxt egs. rpt. due early May. (C) Dividends (D) In millions. Company's Financial Strength B++ 
100 

?c. Div. reinvestment plan. Direct stock outstanding. Price Growth Persistence 50 
A l y  paid in eady March, June, Sept., (E) Qtrs may not add due to change in shrs Stock's Price Stability 

ise plan avail. I 
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14.26 14.57 14.96 14.99 15.26 15.07 15.65 16.96 17.31 
17.56 17.63 18.88 18.88 18.88 18.96 19.11 20.98 21.17 
22.5 15.5 15.8 14.9 14.5 20.0 13.6 15.7 16.2 

ca$i;-As&ts 43.3 27.5 46.5 BUSINESS: Laclede Group, Inc.. is a holding company for Ladede tial, 64 
Other Gas, which distnbutes natural gas in eastern Missouri, including the 13%. Has around 1,640 employees. Officers and directors own a p  
Current Assets city of St. Louis, St. Louis County, and parts of 10 other counties. proximately 7% of common shares (1113 proxy). Chairman. Wlliam 

96,6 89,5 ,o,.o Has roughly 628,000 customers. Purchased SMBP Utility Re- E. Nasser; CEO: Suzanne Sithewood. Incorporated: Missouri. Ad- 
sources. 1/02; divested, 3/08. Utility therms sdd and transpotted in dress: 720 Olive Street, St. Louis, Missouri 63101. Telephone: 314- Accts Payable 

Debt Due 46.0 25.0 
89.3 137 6 174.; fiscal 2012: 1.0 bill. Revenue mix for regulated operations: residen- 342-0500. Internet: www.thelacledegroup.com. Other 

Current Liab. 231.9 252.1 275.1 The Laclede Group is purchasing the be robust, but added debt due to the acqui- 
Fix. Chg. 'OV. 463% 442% 443% Missouri Gas C o .  and New England sition will cause some short-term costs for 
~ ~ ~ $ p ~ ~ , ' s  $;, the company. That said, the low-rate envi- 
Revenues 5.00,~ -5,50,0 2,0% for $1.035 billion. The price includes the ronment will provide a tailwind causing 
"Cash Flow" 5.0% 4.5% 5.0% absorption of $20 million of NEG's debt. interest charges to be less worrisome. 
Earnings 7.0% 4.0% 5.5% This deal will be transformative, as it will Natural gas as a vehicular fuel source E:!:i 2:;; g::; almost double the company's size over- continues to be an area of interest for Dividends 
Book Value 

the Laclede Group. The company has 
Fiscal wARTERLYRNENUES(~mi'l~)A partnered with Siemens to develop a new % natural gas station in the St. Louis Lam- 
2010 4912 635.3 3245 284.0 1735.0 deal has already received Hart-Scott- bert Airport, which will service both com- 
2012 2011 444.2 410.9 543.8 358,2 344.3 186.9 271.0 169,5 1603.3 1125,5 Rodino Antitrust Act approval, and we ex- mercial fleets and the public. The nascent 
20,3 3oo.o 405 2,0 235 ,,50 pect the deal to close by the end of fiscal transition from oil to natural gas looks like 
2014 375 405 2 j5  j80 2013. However, it has  not been added to it will provide a long-term boost to compa- 
Fiscal EARNINGSPERSHARE A B F  

our estimates yet. This combination will ny revenues and earnings. 
Year Dec,31 Mar.31 Jun,30 Sep.30 %$I allow the company to file rate cases with The Timeliness rank of Laclede Group 

. Ends the Missouri Public Service Commission is 3 (Average). Although the company 
2010 21 d.07 2.43 twice, and could allow for operational will likely encounter some problems re- ''" '.05 i% .69 d.13 '& synergies. (The company already entered lated to the sizable merger, the longer- 
2012 1.12 1.32 .38 d.03 
2013 1,14 ,.35 .40 d.04 22:;; an agreement to sell its right to buy NEG term outlook appears to have grown 
2014 j.25 1.45 .40 d,fo 3,00 to Algonquin Power and Utilities company, stronger. The new cash flows should cover 

but Laclede will take ownership of NEG if the  expected modest growth in dividends. 
The yield is higher than average for a nat- 

The Laclede Group had a strong start ural gas utility, and total return potential 
.385 .385 ,385 385 to fiscal 2013 (began October 1, 2012). is decent. Overall, this equity remains a 

Share earnings rose to $1.14, which in- solid choice for the more conservative in- 

, 2013 ,425 merger. The balance sheet also appears to John E. Seibert III March 8, 201: 
A) Fiscal year ends Sept. 30th 

325.8 315.5 353.5 
343.0 4oo.0 369.1 

--- 

!+:! E s ~ ~ l ~ & 1 2  Gas Co.  (NEG) from Southern Union 

night. The combined company will provide 
natural gas to both of Missouri's largest 
cities, Kansas City and St. Louis. This Mar.31 Jun.30 Sep.30 Year 

Cal- QUARTERLYDlWENDSPAlD Full the deal falls through,) 
.endar Mar.31 Jun.30 Sep.30 Year 

2010 .395 .395 .395 ,395 

;:!: :!; :!; :!; ::!; 1::; cluded due diligence costs related to the vestor. 

ations: '08. 944. Next earnings report due late charges. In '11: $429.9 mill., $19.17/sh. Company's Financial Strength B+t 

.72 .81 .90 .97 .74 109 .78 .83 .86 

CAPITAL STRUCTURE as of 12/31/12 1050.3 1250.3 1597.0 
Total Debt $350.7 mill. Due in 5 Yrs $50.0 mill. 34.6 36.1 40.1 
LT Debt $350.7 mill. 35.0yo 34,1% 
(Total interest coverage: 4.6~) 

3.3% 2.9% 2.5% 

Leases, Uncapitalized Annual rentals $.9 mill. 49.4% 48.3% 51.8% 
Pension Assets-9/11 $248.0 mill. 605.0 737.4 701.9 

621 ,2 646,9 679,5 
Pfd Stock None 

5.6% 5.4% 5.8% 6.6% 5.7% 5.7% 5.4% 4.7% 4.4% 

LT Interest $24.0 mill. 

50.4% 51.6% 48.1% 

Oblig. $384.2 mill. 

Common Stock 22,572.787 shs. 7.4% 6.6% 7.6% 
as of 2/1/12 11.5% 10.1% 10.9% 

B) Based cn average shares wtstanding thru. 
'97, then diluted. Excludes nonrecuning ioss: 
I 
'06, 74. Excludes gain from discontinued oper- 

11.6% 10.1% 10.9% 
MARKET CAP: $925 million (Small Cap) 3.1% 2.796 3.1% 
CURRENTPOSITION 2011 2012 12/31/12 74% 73% 72% 

1SYILL.I 

April. (C) Dividends historically paid in early (E) In millions. Stock's Price Stability 100 
January, April, July, and October. Dividend (F) Qtly. egs. may not sum due to rounding or Price Growth Persistence 50 

Earnings Predictability 80 reinvestment plan available. (D) Incl. deferred change in shares outstanding. 

40.67 ET,o 14,3("iling:14.0) Median: 14.0 PIE 
RELATIVE 0.89 ;ID 

37.5 36.0 55.8 48.3 37.8 42.8 
29.1 28.8 31.9 29.3 30.8 32.9 

43% 1 44% 1 39% j 39% I 47% I 43% 

19976 12021 6 122090 I18952 117350 1 16033 
505 1 498 I 576 I 643 1 540 I 638 

32 5% I 334% I 31 3% I 336% I 334% I 31 4% 
2.5% 1 2.5% 1 2.6% I 3.4% 1 3.1% I 4.0% 

49.5% I 45.3% 144.4% 142.9% 140.5% I 38.9% 

:ommercial and industrial, 21%. transmtation. 2%: other. 

http://www.thelacledegroup.com


A M J J A S O N D  

toBuy 75 68 73 
tosell 71 80 75 

1.63 1.74 1.86 1.99 2.12 2.14 2.38 2.50 2.62 
.99 1.04 1.11 1.20 1.30 1.39 1.59 1.70 1.77 
.71 .73 .75 .76 .78 .BO .83 .87 .91 

1.15 1.07 1.21 1.23 1.10 1.02 1.14 1.45 1.28 
6.92 7.26 7.57 8.29 8.80 8.71 10.26 11.25 10.60 

40.23 40.07 39.92 39.59 40.00 41.50 40.85 41.61 41.32 
13.5 15.3 15.2 14.7 14.2 14.7 14.0 15.3 16.8 
.78 A0 37 .96 .73 .BO .BO .81 89 

53%1 46561 45%/  44461 42% I 39%/  37% I 33% 1 31% 

CAPITAL STRUCTURE as of 12/31/12 1 25444 25336 1 31483 ~ ~ . .  .. 
Total Debt $933.1 mill. Due in 5 Y n  $214.3 mill. 65.4 71.6 74.4 
LT Debt $394.4 mill. 39,4yo 39,1yo 39,1% 
Ind. $65.8 mill. capitalized leases. 
(LT interest earned: 7.5~; total interest coverage: 2.8% 2.4% 

Pension Assets-9/12 $207.8 mill. 61.9% 59.7% 58.0% 
Oblig. $332.2 mill. 676.8 783.8 755.3 

852.6 880.4 905.1 Pfd Stock None 

LT Interest $19.6 mill. 

7.5x) 38.1% 40.3% 42.0% 

Common Stock 41,810,073 shs. 10.7% 10.1% 11.2% 
as of 2/5/12 15.6% 15.3% 17.0% 
MARKET CAP $1.9 billion (Mid Cap) 15.6% 15.3% 17.0% 
CURRENT POSITION 2011 2012 12/31/12 7.7% 7.8% 8.5% 

($MILL.) 51% 49% 50% Cash Assets 7.4 4.5 3.3 
725.0 642.8 768.1 BUSINESS New Jerst Other 

CUtTent ASS& 732.4 647.3 771.4 providing retaillwholesal 
--- 

80 
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7 5  

STOCK W E X  
yr -87 168 
yr 2 7 9  54 1 

~~ ~~~ 

10.7% 9.7% 9.7% 9.7% 9.4%- 9.5% 9.5% Return on Total Cap'l 
15.7% 14.6% 14.0% 13.7% 13.9% 14.0% 14.0% Return on Shr. Equity 
15.7% 14.6% 14.0% 13.7% 13.9% 14.0% 14.0% Return on Com Equity 
9.5% 7.2% 6.7% 6.2% 6.2% 5.5% 5.5% Retained toCom Eq 
40% 50% 52% 55% 56% 61% 59% AllDiv'ds toNetProf 

I I I I I 1 I 
Resources Corp. is a holding company commercial and electric ublity. 63% incentive programs). I 

74.55 
4.00 
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1.72 
2m 
23.54 
40.N 
14.0 

.95 
3.5% 
298C 
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35.0% 
40% 

34.5% 
_. 655% 

1440 
1640 

9.0% 
12.5% 
__ 12.5% 

5.5% 
58% 

Natu- 
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__ 

- 
- 
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__ 

energy svcs. to customers in New Jersey, ral Energy subsidiary provides unregulated retaihholesale natural 

fected territories, although capital ex- growth rate of 1.3% to 1.4%. 
penditures to fix damages related to this The balance sheet is in adequate 
disaster will be spread out over the next shape. The long-term debt load has 
few years. Also, NJRs margins were remained constant and represents a mod- 
squeezed due to the lingering effects of the  est 38% of total capital. Meanwhile, cash 
hurricane. Additional issues stemmed reserves were down about 28% in the first 
from diminished investment tax credits at quarter, to roughly $3.3 million. 
the NJR Clean Energy Ventures. On bal- These shares may appeal to conserva- 
ance, these detractors weighed on profita- tive income-seeking investors. Indeed, 
bility and sent the bottom line 22% lower. NJR offers a dividend yield near the 
to $0.85 a share. Consequently, median for the industry. Prospects are 
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1 yr. -1.7 16.8 
3yr. 16.0 54.1 
5y. 141 58.6 
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- 

2012 2013 2014 @VALUELlNEPUB.LLC11'6-18 
m 2003 
23.57 
3.85 
1.76 
1.27 
4.90 

19.52 
25.94 
15.8 
.90 

4.6% 
611.3 
46.0 

33.7% 
7.5% 

49.7% 
50.3% 
1006.6 

5.7% 
9.1% 
9.0% 
2.6% 
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__ 

2007 
39.13 
5.41 
2.76 
1.44 
4.48 

22.52 
26.41 
16.7 
.89 

3.1% 
1033.2 

74.5 
37.2% 
7.2% 

46.3% 
53.7% 
1106 8 
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12.5% 
6.0% 
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15.82 16.77 
3.72 1 3.24 
1.76 1.02 

18.17 
3.72 
1.70 

21.09 25.78 25.07 

::;: I ::: I :::; 39.16 38.17 
5.31 5.20 
2.57 2.83 
1.52 1.60 
3.92 5.09 

23.71 24.88 
26.50 26.53 
18.1 15.2 
1.09 1.01 

3.3% 3.7% 
10379 1012.7 

68.5 75.1 
36.9% 38.3% 
6.6% 7.4% 

44.9% 47.7% 
55.1% 52.3% 
1140.4 1261.8 
1549.1 1670.1 
7.7% 7.3% 

10.9% 11.4% 
10.9% 11.4% 
4.5% 5.0% 
59% 56% 

1.21 1 1.22 1 1.23 1 
1.24 1 ::2: 1 ::2! 5.07 4.02 4.78 3.46 

16.02 16.59 17.12 17.93 18.56 18.88 
22.86 24.85 25.09 25.23 25.23 25.59 

1.39 
4.8% 4.5% 5.0% 5.6% 5.1% 4.5% 

CAPITAL STRUCTURE as of9/30/12 
Total Debt $817.5 mill. Due in 5 Yrs $2M) mill. 
LT Debt $641.7 mill. LT Interest $45.0 mill. 

[Total interest coverage: 3 .4~)  

Pension Assets-12111 $216 mill. 

Pfd Stock None 

Common Stock 26,902,000 shares 

MARKET CAP $1.2 billion (Mid Cap) 
CURRENT POSITION 2010 2011 9130112 

Cash Assets 3.5 5.8 5.7 
326.8 342.9 192.2 Other 

Current Assets 330.3 348.7 197.9 
Accts Payable 93.2 86.3 61.3 
Debt Due 267.4 181.6 175.8 

107.6 146.6 108.3 Other 
Current Liab. 468.2 414.5 345.4 
Fix. Chg. Cov. 366% 334% 344% 
ANNUAL RATES Past Past Est'd '09-'11 
3fdlange(persh) 10Yn. 5Yrs. to'lE-78 
Revenues 4.5% 1.0% -1.5% 
Cash Flow" 3.0% 3.5% -0.5% 

Earnings 4.0% 4.5% 3.0% 
Dividends 3.0% 4.5% 2.5% 
Book Value 4.0% 4.0% f.O% 

endar Mar.31 Jun.30 Sep.30 Dec.31 Year 
2010 286.5 162.4 95.1 268.1 812.1 
2011 323.1 161.2 93.3 271.2 848.8 
2012 317.5 106.6 89.8 276.f 790 

Oblig. $391.1 mill. 

(WILL) 

--- 

- - _ _  

1985 2035 2 H 5  Net Plant ($mill) 2380 
6.0% 6.0% 6.5% Return on Total Cap'l 7.0% 
8.5% 9.0% 10.5% Return on Shr. Equity 11.5% 
8.5% 9.0% 10.5% Return on Corn EquG f fS% 
25% 2.5% 4.0% Retained toComEq 4.5% 
80% 75% 65% AIIDiv'ds toNetProf 61% - 

BUSIk 
90 communitiei 
and in southwe 
and Eugene, 0 
177% in OR). ( 

hwest Natural 1 stnbutes natural gas to Owns 
381.000 customers, in Oregon (90% of customers) 
Washington state. Principal cities sewed: Portland 
Vancouver, WA. Service area population: 2.5 mill. 

moanv buvs oas su~olv from Canadian and U.S. 

57%; commercial, 26%; industrial, gas transportation, and other, 
17%. Employs 1,061. BlackRock Inc. Owns 7.8% of shares; officers 
and directors, 1.7% (4/12 proxy). CEO: Gregg S. Kantor. Inc.: 
Oreoon. Address: 220 NW 2nd Ave.. Portland. OR 97209. Tele- 

IS co. cal underground storage. Rev breakdown: residential, 

I . , , I . . I  

broducers: has transoorlation riahts on Northwest PiDeline svstem. Dhok  503-226-421 1. Internet: www.nwnatural.com. 

Northwest Natural Gas likely cost base-rate decision, which if approved, 
reported solid results in the fourth would help 2013 earnings. 
quarter. Though a warmer-than-usual Northwest Natural Gas has good cash 
winter is occuring in the northwestern flow, which will likely be used to in- 
U.S., the weather normalization base rate, crease dividends. The company has 
which was reapproved in the third raised the quarterly payout by $0.01 or 
quarter, probably mitigated some of the $0.02 each of the last six years, and will 
negative impact. This year also looks solid likely continue to announce marginal in- 
for the company, as the newly imple- creases over the next few years. 
mented base rates should allow it to in- Northwest Natural Gas is ranked 3 
crease the stability of its earnings, which (Average) for Timeliness. The stock will 
is above average to begin with. The Jonah likely perform in line with the broader 
Field project, which should likely have a averages over the  next six to 12 months. 
positive effect on margins, is on track, as This issue is a strong choice for an income 
well. The company should see some im- investor, thanks to i ts  high yield and top 
provement in total revenues as the price of Price Stability score. The company's Fi- 
natural gas stabilizes. nancial Strength rating is also quite high. 
Northwest Natural Gas entered into a Looking further out, the good yield will 
credit agreement for revolving loans likely remain this issue's main attraction, 
worth $300 million. The facility allows it as it ought to stay well above the Value 
to enter into more credit agreements Line median. That said, this would likely 
worth another $200 million. The company be just  about average for a natural gas 
needs the Oregon Public Utility Commis- utility. Still, the company is likely to in- 
sion (OPUC) to allow longer-term financ- crease the payout annually into the 
ing to occur. We expect the company to re- foreseeable future. making this conserva- 
ceive this approval from the commission tive play a solid income selection. Long- 
during the first half of 2013. We are still term appreciation potential is lacking. 
waiting on an OPUC decision on a pension John E. Seibert 111 
iidends historically paid in mid-February, (D) Indudes intangibles. In 2011: $371.4 mil- Company's Financial Strength A 
bgust, and November. lion, $13.88/share. Stock's Price Stability 100 
lend reinvestment plan available. Price Growth Persistence 60 
millions. Earninas Predictabilitv 90 

March 8, 2013 

2013 
2014 

Cal- * 
2010 
2011 
2012 
2013 
2014 

Cal- 

2009 
201 0 
2011 
2012 
2013 

- 

- 
endar 

320 135 90 260 805 
325 135 95 265 620 

EARNINGS PER SHARE A ~ ~ 1 1  
Yar.3t Jun.30 Sep.30 Dec.31 Year 

1.64 2 6  d.28 1.11 2.73 
1.53 .08 d.31 1.09 2.39 
1.51 .05 d.39 1.08 2.25 
1.55 . I O  d.30 1.10 2.45 
1.65 .15 d.30 1.20 2.90 

QUARTERLY DMDENDS PAID B ~ ~ 1 1  
Mar.31 Jun.30 Sep.30 Dec.31 Year 

,395 .395 ,395 ,415 1.60 
,415 .415 ,415 ,435 1.68 
,435 ,435 ,435 ,445 1.75 
,445 ,445 ,445 ,455 1.79 
,455 

2013 V.?& h e  Publish LLC Ay I nr rnwved Fama( malena 15 o M a M  horn mites wkvcd lo be idla& and IS prouaed MMmout wananws a( m y  knd 
THE PUBLISHER IS NOT RE?'ONSIBLE?OR ALV ERRORS OR OMISSONS HEREIN This plbkancm s Uilcdy la Subx~iber s own. non commeiual meiiial use No pan 
d I may be iqrmced mda yaed a uansmned in any pnied decnrnr a c h  Imn or used la g e ~ a t m g  a maeung any pmed a WCUUIK plbbcam mce a poma 



A M J J A S O N D  

CAPITAL STRUCTURE as of 10/31/12 
Total Debt $1340 0 mill Due in 5 Yrs $175.0 mill 
LT Debt $975 0 mill 
(LT interest earned 4 l x ,  total interest coverage 
3 4x) 

LT Interest $46 1 mill 

luarters may not add to total due to 
e In shares outstanding. 
vidends historically paid earty-January. 
July, October. 

Pension Assets-lOll2 $296.5 mill. 

Pfd Stock None 
Oblig. $333.7 mill. 

Div'd reinvest. plan available; 5% discount. Company's Financial Strength B+t 
(D)lncludes deferred charges. In 2012: $597.2 Stock's Price Stability 100 
miillon, $8.271share. Price Growth Persistence 55 
(E) In millions, adjusled for stock split. Earnings Predictability 100 

Common Stock 72,276,272 shs. 
as of 12/14/12 
MARKET CAP $2.3 billion (Mid Cap) 
CURRENT POSITION 2010 2011 10/31/12 

(WILL.) 
Cash Assets 5.6 6.8 2.0 

322.2 279.2 303.6 Other 
Current Assets 327.8 286.0 305.6 

_ _ - -  

Accts Payable 115.7 129.7 142.0 
Debt Due 302.0 331.0 365.0 

80.9 72.9 85.6 Other 
Current Liab. 498.6 534.1 592.6 

--- 

BUSINESS: Piedmont Natural Gas Company is primanly a regu- year?.. Non-regulated operations: sale of gas-powered heating 
lated natural gas distributor, serving over 976,253 customers in equipment; natural gas brokering; propane sales. Has about 1,752 
Nwth Carolina, South Carolina, and Tennessee. 2012 revenue mix: employees. Gffldir. own about 1 2% of common stock, BlackRock; 
residential (48%), commercial (27%), industrial (9%), other (16%). 7.5% (1/13 proxy). Chrmn., CEO, R Pres.: Thomas E. Skains. Inc.: 
Prindpal suppliers: Transco and Tennessee Pipeline. Gas costs: NC. Addr.: 4720 Piedmont Row Drive, Charlotte. NC 28210. Tele- 
48.7% of revenues. '12 deprec. rate: 2.9%. Estimated plant age: 10 phone: 704-364-3120. Internet. www.pidmantnq.com. 

Piedmont Natural Gas appears poised 
to log a low single-digit earnings gain 
this year. This ought to be supported by a 
continued increase in the number of cus- 
tomers PNY services. In 2012 alone, the 
company added 13,274 new utility ac- 
counts, and we look for this trend to con- 
tinue. Meanwhile, an  active capital budg- 
et, estimated at $525 million to $575 mil- 
lion is in the pipeline. About 15% of that 
budget is earmarked for the completion of 
the Sutton power generation delivery 
project, which has a targeted in-service 
date of June. 2013. The remaining budget 
is  expected to go toward transmission in- 
tegrity projects. Meanwhile, we have intro- 
duced our 2014 bottom-line estimate a t  
$1.75 a share. Finally, long-term prospects 
may benefit from pending deals like one 
recently announced with Williams Part- 
ners and Cabot Oil & Gas, where PNY 
would be a 24% equity investor in the  Con- 
stitution Pipeline. That project is still sub- 
ject to regulatory approvals, but if all goes 
as planned, it is expected to be in service 
by March, 2015. 
Increased production from domestic 
shale plavs is helping to drive down 

natural gas pricing. Consequently, Pied- 
mont has filed for a reduction in natural 
gas rates for i ts  customers in North Caro- 
lina and South Carolina. Customers in 
those regions could have their current 
residential gas rates lowered by 7.5% and 
9.5%. respectively. The new rates would 
need to be approved by the individual 
state commissions before taking effect. If 
passed, this move would certainly benefit 
customers in this region as they find a few 
more dollars of expendable income each 
month. Meanwhile, it  should not affect 
PNYs margins as the reduced rates coin- 
cide with lower prices on wholesale gas. 
W e  believe these shares are fairly 
valued at the moment. PNY is trading 
inside our Target Price Range, thus limit- 
ing its appreciation potential. 
However, income-seekers may find 
them attractive due to their above- 
average dividend yield. And conserva- 
tive investors may like the Above-Average 
Safety rank, top mark for Price Stability, 
and below-market Beta. Dividend growth 
is steady, too. Note: The first-quarter divi- 
dend was pushed into 2012. 
Bryan J. Fonp March 8. Z O I j  

http://www.pidmantnq.com


6.43 6.23 6.74 7.25 7.81 9.67 
21.54 21.56 22.30 23.00 23.72 24.41 

13.8 21.2 13.3 13.0 13.6 13.5 
.80 1.10 .76 .85 .70 .74 

6.1% 5.3% 5.4% 5.2% 4.7% 4.6% 

:APITAL STRUCTURE as of 9/30/12 
otal Debt $906.8 mill. Due in 5 Y n  $434.0 mill. 
T Debt $566.4 mill. LT Interest $16.0 mill. 
Total interest coverage: 6 . 3 ~ )  

tension Assets-12/11 $1 16.7 mill. 

'fd Stock None 

:omrnon Stock 31,262,570 common shs 
IS of 11/1/12 

Obllg. $195.0 mill. 

Cal- 

2011 
2012 
2013 
2014 
Cal- 
,ndar 
2010 
2011 
2012 
2013 
2014 

Cal- 
,ndar 
2009 
2010 
2011 
2012 
2013 

- 

320 170 170 270 
EARNINGS PER SHARE A 

Mar.31 Jun.30 Sep.30 Dec.31 
1.49 .24 .10 .87 
1.63 .20 .01 105 
1.65 2 8  .13 .98 
1.70 .30 .15 1.10 
1.75 .35 .20 f.20 
QUARTERLY DIVIDENDS PAID B= 

Mar.31 Jun.30 Sep.30 Dec.31 
- -  298 ,298 ,628 
- -  ,330 ,330 ,695 
- -  ,365 ,365 ,768 
- -  ,403 ,403 ,845 

Full 
Year 

925.1 
828.6 
706.3 
840 
930 

Full 
Year 
2.70 
2.89 
3.03 
3.25 
3.50 
Full 
Year 

1.22 
1.36 
1.50 
1.65 

- 

- 

- 

- 

- 

imic egs. thereafter. GAAP EPS. '07, $2.10; 
i) Based on GAAP egs. through 2006, ecc- 

8, $2.58: '09, $1.94:'10, $2.22; '11, $2.97; 
2, $2.97. Exd. nonrecur. gain (loss): '01, 
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2.51 ~ 3.51 1 3.20 
1.71 2.46 2.09 

3.0% 3.2% 2.8% 

921.0 931.4 956.4 

41.5% 41.3% 41.9% 
5.3% 7.7% 6.5% 

44.9% 44.7% 42.7% 
55.1% 55.3% 57.3% 
710.3 801.1 839.0 
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2.38 2.70 2.89 
1.22 1.36 1.50 
3.67 5.59 6.39 

18.24 19.08 20.66 
29.80 29.87 30.21 
15.0 16.8 18.4 
1.00 1.07 1.15 

045.4 925.1 828.6 
71.3 81.0 87.0 

3.4% 3.0% 2.8% t 23.0% 15.2% 22.4% 
8.4% ~ 8.8% I 10.5% 

36.5% 37.4% 40.5% 

13.1% 114.2% I 13.9% 
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g company. Its include: South Jersey I 

_Cyb 
%TOT. RETURN 1/13 8 

27.75 Revenues per sh 35.40 
5.35 "Cash Flow" persh 6.65 
3.50 Earnings per sh A 4.80 
1.98 Div'ds Decl'd per sh B 2.45 
6.70 Cap'l Spending per sh 7.65 

26.10 Book Value per sh 30.55 
33.50 Common Shs Outst'g 36.00 

er are Avg Ann'l PIE Ratio 14.0 
h e  Relative PIE Ratio .95 

Avg Ann'l Div'd Yield 3.6% 
930 Revenues ($mill) 1275 
125 Net Profd (Emill) 1 70 

30.0% Income Tax Rate 30.0% 

41.5% LongTerm Debt Ratio 41.5% 
58.5% Common Equity Ratio 58.5% 

1500 Total Capital ($mill) 1880 

9.0% Return on Total Cap'l 9.5% 
14.5% Return on Shr. Equity 15.5% 
f4.5% Return on Corn Equity 15.5% 
6.5% Retained to Com Eq 7.5% 
53% All Div'ds to Net Prof 52% 

ter 

13.4% Net Profit Margin 13.3% 

1725 Net Plant ($mill) 2ooo 

ergy, South Jersey Resources Group, 
ibutes natural oas to Manna Enerov. and South Jersev Enerov Sewice Plus. Has 675 

BUSINESS: South Jersey Industries. Inc 
subsidiafy, South Jersey Gas Co., di ~~ ~ ~ 

347.725 customers in New Jersey's southern counties, which 
covers about 2,500 square miles and indudes Atlantic City. Gas 
revenue mix '11: residential, 41%; commercial, 20%; cogeneration 
and electric oeneration. 14%: industrial. 25%. Nor-utilitv operations 

~ ",. , "I 

employees. Off./dir. control 1.0% of common shares; BlackRock 
Inc., 7.8% (3112 proxy). Chrmn. 8 CEO: Edward Graham. Inc.: NJ. 
Address: 1 South Jersey Plaza, Folsom. NJ 08037. Telephone: 
609-561-9000. Internet. www.siindustnes.com. 

South Jersey Industries finished a 
solid year on a somewhat less im- 
pressive note. Share earnings came in 
below the prior-year tally, and our ex- 
pectations, for the December period. Solid 
performance from the company's utility 
operations was more than offset by weak- 
ness on the nonutility side. Even so, share 
earnings advanced moderately for 2012, 
thanks to favorable comparisons in the 
first three quarters of the year. 
Prospects appear favorable for South 
Jersey Gas. The utility has over 357,000 
customers in southern New Jersey (includ- 
ing Atlantic City). Natural gas remains 
the fuel of choice here. and S J G  should 
continue to benefit from customer interest 
in converting from other sources of fuel. 
Moreover, spending on infrastructure 
projects under the Capital Investment 
Recovery Tracker Program should improve 
service quality and allow the utility to 
earn a good return on these investments. 
SJG has  recently received approval from 
the New Jersey Board of Public Utilities to 
implement its Accelerated Infrastructure 
Replacement Program. As a result. South 
Jersey will complete infrastructure 

projects over the next four years totaling 
$141.2 million. in addition to its scheduled 
capital projects. 
The nonutility operations should also 
improve. The Retail Energy business 
should continue to benefit from strong 
demand for renewable and natural gas- 
fired energy projects. The Wholesale busi- 
ness will likely continue to face challenges. 
Wholesale gas marketing has been hurt  by 
thin storage spreads experienced across 
the industry. The focus here has  shifted to 
the pursuit of gas marketing opportunities 
throughout the  Northeast with less em- 
phasis on traditional storage and trans- 
portation optimization strategies. 
This issue offers decent, and relative- 
ly well-defined, total return potential 
for the coming years. We envision 
steady growth in share earnings and 
dividends at the company over the  pull to 
2016-2018. Moreover, South Jersey In- 
dustries earns good marks for Safety, 
Price Stability, and Earnings Predic- 
tability. As a result, conservative accounts 
seeking dividend growth may find some- 
thing to like here. 
Michael NaooIi. CFA March 8. 201.3 

'08. $0.31; '09, ($0.44); '10. ($0.47); '11. Dec. Div. reinvest. plan avail. (C) Incl. reg. 

v'ds paid early April, July, Oct , and late 
material is oMained horn sources believed to be reliable and is provlded w m ~ t  wananties d any knd. 
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Company's Financial Strength B++ 
Stock's Price Stability 100 
Price Growth Persistence 90 
Earnings Predictability 85 

'12, ($0.06). Earnings may not sum due assets. In 2011: $315.2 mill,, $10.43 per shr. 
nding. Next egs. report due in May. (D) In mill., adj, for split. 
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ckaded $!I 
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TF&: 
2016-18 PROJECTIONS 

tal- QUARTERLY REVENUES (S mill.) 
endar Mar.31 Jun.30 Sep.30 Dec.31 
2010 668.8 385.8 307.7 468.1 
2011 628.4 388.5 352.6 517.7 
2012 657.6 409.8 371.8 488.6 
2013 670 420 390 545 
2014 685 440 410 565 
tal- EARWINGS PER SHARE A 

endar Mar.31 Jun.30 Sep.30 Decf l  
2010 1.42 d.02 d.11 .98 
2011 1.48 .09 d.34 1.19 
2012 1.70 d.08 d.09 1.34 
2013 1.80 .lO d.30 1.35 
2014 1.85 .f5 d.25 1.35 
Gal. QUARTERLY DIVIDENDS PAID 9 

endar Mar.31 Jun.30 Sep.30 Dec.31 
2009 ,225 ,238 ,238 ,238 
2OiO ,238 ,250 ,250 ,250 
2011 ,250 ,265 ,265 ,265 
2012 ,265 ,295 ,295 ,295 
2013 ,295 .33 

SOUTHWEST GA , T1 44.E I 
GENP- sh 

kas,nd 
Iteresf Rate 

,.= . Srrenglh 

FUII 
Year 

1830.4 
1887.2 
1927.8 
2025 
2100 

FUII 
Year 
2.27 
2.43 
2.86 
2.95 
3.10 
FUII 
Year 

.94 

.99 
1.05 
1.15 

Ann'i Total 
Price Gain Return 

nslder Decisions 
A M J J A S O N  

:APITAL STRUCTURE as of 9/30/12 
rota1 Debt81261.1 mill.Duein SYrs$343.0rnill. 
LT Debt $1256.0 mill. 
yotal interest coverage: 3.8~) (50% of Cap'l) 
-eases, Uncapitalized Annual rentals $6.0 mill. 
'ension Assets-12/11 $551.8 mill. 

Ffd Stock None 

LT Interest $70.0 mill. 

Oblig. $832.8 mill. 

Common Stock 46,294,796 shs 
3s of 2/15/12 

MARKET CAP $2.1 billion (Mid Cap) 
CURRENT POSITION 2010 2011 9/30/12 

Cash Assets 116.1 21.9 22.1 
329.8 439.7 327.7 Other 

Current Assets 445.9 461.6 349.8 
Accts Payable 
Debt Due 
Other 

(WILL.) 

~ - -  

Current Liab 
Fix. Chg. Cov. 
ANNUAL RATES 
3f change (persh) 
Revenues 
Cash Flow" 

Earnings 
Dividends 
Book Value 

D recessions d E E  
*- .......*e. .....*.... .... 

72% 1 49% I 65% I 42% 

piling 15.67 
Median: 17.01 

39.9 
26.5 

- 
- 
- ,... 

2007 
50.28 
6.21 
1.95 
.86 

7.96 
22.98 
42.81 

17.3 
.92 

2.6% 

2152.1 

36.5% 
3.9% 

58.1% 
41.9% 
2349.7 
2845.3 

5.5% 
8.5% 
8.5% 
4.8% 
44% 

- 
~ 

- 
83.2 __ 

__ 

__ 

__ 

__ 

BUSINESS Southwest Gas Corporation 

3$pJ% 26.3 

I 

j a regulated gas dis- 
tributor serving approximately 1.9 million customers in sections of 
Arizona, Nevada, and California. Comprised of two business seg- 
ments: natural gas operations and construction services. 2012 mar- 
gin mix: residential and small commercial, 85%; large commerual 
and industrial, 4%; transportation, 11%. Total throughput: 2.1 billion 

Southwest Gas posted modest top-line 
growth and solid share-net improve- 
ment for full-year 2012. Performance 
was driven by strong results from the nat- 
ural gas segment, mainly due to a full year 
of rate relief in Arizona (its largest service 
territory). Its pipeline construction subsid- 
iary also posted healthy results. Efforts to 
control operating expenses have benefited 
the bottom line. 
Results should continue to improve in 
the current year. The construction serv- 
ices subsidiary will likely further benefit 
from healthy demand. given the need to 
replace aging infrastructure. Meanwhile, 
the utility business ought to experience 
modest customer growth. Higher rates 
(discussed below) should also benefit per- 
formance here. 
A $7 million annualize'd rate increase 
in Nevada should boost results. The 
new rate was approved last fall by the 
Public Utilities Commission of Nevada, 
and became effective in November. Includ- 
ing other aspects of the decision, the com- 
pany estimates an  annual operating in- 
come benefit of approximately $11.4 mil- 
lion. I t  also identified a number of items 

- 
43.2 
32.1 

IELATIM 

. 

". 
,.....e a p& 

41.07 
6.81 
2.43 
1.06 
8.29 

26.66 
45.96 

15.7 
.98 

2.8% 

1887.2 
112.3 

6.0% 

- 

- 
- 

- 

__ 
36.2% 

__ 
43.2% 
56.8% 
2155 9 
3218.9 

6 4% 
9.2% 
9.2% 
5.3% 
43% 

~ 

__ 

~ 

therms 
own 1. 
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..-. .. .... 
I yr. 9.5 16.8 
3yr. 75.5 54.1 
5yr. 82.5 58.6 

2012 2013 2014 @VALUEUNEPUB.LL( 
Ill1 

I 

;old PriMent Bank. 7/96. Has 6,015 employees. ( 
k of common stock; BlackRock Inc., 8.5%; GAM( 

tors Inc.. 8.3%: T. Rowe Price Associates. Inc.. 6.7% (311 

- 
tang1 

48 Ef 
12 

[ 
- 

52.N 
9.40 
3.75 
1.6l 
9.60 

__ 

36.00 
50.w 
- 
__ 

15.0 
1.M 

2.8% 
26W 

191 

7.3% 
48.5% 
51.5% 
35w 
3756 

- 

- 
35.0% 

~ 

- 

~ 

7.0% 
10.5% 
10.5% __ 
6.0% 
42% 

& Dir 
Inves- 
'roxv) 

__ 

Cha'innan: Michael JI Melarkey. CEO: Jeffrey W. Shaw. inc.: CA. 
Address: 5241 Spring Mountain Road, Las Vegas, Nevada 89193. 
Teleohone: 702-876-7237. Internet: w . s w q a s . m .  

that it may request to have formally 
reconsidered by the commission. South- 
west is also seeking rate relief in Califor- 
nia which, assuming approval, would like- 
ly take effect early in 2014. The company's 
focus on this matter is important, as  it 
depends on approved revenue increases to 
help i t  adjust to higher costs and a s  com- 
pensation for investment in infrastructure. 
Investors ought to be mindful of 
several caveats. The company will likely 
continue to incur higher operating ex- 
penses a s  it expands further. Moreover, in- 
sufficient, or lagging, rate relief could hurt 
the performance of the utility business. 
This stock is neutrally ranked for 
year-ahead performance. Looking fur- 
ther out, we anticipate solid growth in rev- 
enues and share earnings over the pull t o  
2016-2018. Moreover, Southwest Gas 
scores high marks for Price Stability and 
Earnings Predictability. The dividend pay- 
ment will probably continue to increase 
also, though the yield is apt to remain be- 
low the industry average. From the recent 
quotation, this issue has decent, but not 
outstanding, total return potential. 
Michad NaDoIi. CFA March 8, 201: 

Company's Financial Strength B 
Stock's Price Stability 100 
Price Growth Persistence 90 
Earnings Predictability 75 
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WGL HOLDINGS NYSE-WGL 

Fiscal z,:: 
2010 
2011 
2012 
2013 
2014 
Fiscal 

g,:: 
2010 
2011 
2012 
2013 
2014 

Gal- 
endar 

2009 
2010 
2011 
2012 
2013 

t) Fiscal 

;;;u ,~ ;; I I 1:; 1 ZZi :i, 

1997 1998 1999 2000 2001 200; 
24.16 23.74 20.92 22.19 29.80 32.6: 
3.02 2.79 2.74 3.20 3.24 2.6: 
1.85 1.54 1.47 1.79 1.88 

Hld'sOW 31569 31990 31678 traded 

QUARTERLY REVENUES ($ mill.)A Full 
Dec.31 Mar.31 Jun.30 Sep.30 E d  

727.4 1056 459.7 465.1 2708. 
795.9 1017 490.3 448.1 2751.! 
727.7 839.4 438.3 419.8 2425. 
686.7 843 495 475.3 2500 
705 860 515 495 2575 

EARNINGS PER SHARE A B  Full 
Oec.31 Mar.31 Jun.30 Sep.30 E d  

1.01 1.64 d.07 d.29 2.2; 
1.02 1.53 d.03 d.27 2.2t 
1.13 1.58 .08 d.11 2.61 
1.14 1.50 .01 d.20 2.4: 
1.18 1.54 .03 d 1 5  2.61 

QUARTERLY DMDENDS PAID FUII 
Mar.31 Jun.30 Sep.30 Oec.31 Year 

.36 .37 .37 .37 1.47 

.37 ,378 ,378 ,378 1 . 9  
,378 .39 .39 .39 1.55 
.39 .40 .40 .40 1.5: 
.40 .42 

years end Sept. 30th (If 

1.17 I ::2: 1.22 I 1.24 I 1.26 1 ,l:l 
3.20 3.42 2.67 2.68 

13.48 13.86 14.72 15.31 16.24 15.71 
43.70 43.84 46.47 46.47 48.54 48.51 

3) Based on diluted shares. Exdudes non- 
tcurring losses: '01. (13$); '02, (34$); '07, 
16); '08, (146) discontinued operations: '06. 

5.0% 4.5% 4.8% 4.8% 4.6% 4.8% 
CAPITAL STRUCTURE as of 12/31/12 
rota1 Debt $952.1 mill. Due in 5 Yrs $1 12.0 mill. 
LT Debt $553.7 mill. LT Interest $36.4 mill. 
[LT interest earned: 6.2~; total interest coverage: 
57x) 
Pension Assets-9ll2 $1,108.9 mill. 

Preferred Stock $28.2 mill. Pfd. Div'd $1.3 mill. 
Oblig. $1.417.2 mill. 

chi 
rei 
pal 

Common Stock 51,668,012 shs. 
as of 1/31/13 

my egs. may not sum to total, due to ber. Didend reinvestment plan available. Company's Financial Strength A 
le in shares outstanding. Next earnings (D) Includes deferred charges and intangibles. Stock's Price Stability 1 00 
due late April. (C) Dividends historically '12: $610.8 million, $11.93/sh. Price Growth Persistence 60 

MARKET CAP $2.2 billion (Mid Cap) 
CURRENT POSITION 2011 2012 

4.3 10.3 
(SHILL) 

Cash Assets 
720.4 822.5 Other 

Current Assets 724.7 832.8 
4ccts Payable 279.4 270.4 
Debt Due 116.5 247.7 

180.8 238.9 Other 
Current Liab. 576.7 757.0 
Fix. Chg. Cov. 535% 535% 535% 
ANNUAL RATES Past Past Est'd ' lD-'l:  
Jchange(persh) 10Yn. 5Yn. to'16-'18 
Revenues 6.0% 0.5% 1.0% 
"Cash Flow" 3.5% 1.5% 1.0% 
Earnings 4.0% 3.0% 2.0% 
Dividends 2.0% 3.0% 3.0% 
Book Value 4.0% 4.5% 3.5% 

_ _ -  

-- 

. . .  :arly February, May, August, and Novem- 

12/31 /I 2 

4.6 
1006.4 
1011.0 
297.2 
398.4 
275.6 
970.2 

(E) In millions, adjusted for stock split. Earnings Predictability 95 

I 

2003 2004 
42.45 42.93 
4.00 3.87 
2.30 1.98 
1.28 1.30 
2.65 2.33 

16.25 16.95 
48.63 48.67 

BUSINESS: W 
Light, a natura 
areas of VA a 
meters). Ham0 

. Holdings, Inc 
?as distributor I 

I MD to reside 

35.9 
29.8 

Trailing: 15.5 RELATIVE l1,82 I ~ I O  17,l (Median: 15.0) PIERATIO 1.061~ 4.0% 
37.1 35.5 40.0 45.0 45.0 43.3 
22.4 28.6 31.0 34.7 36.0 38.3 

..... ...I 

- 
53.51 
3.89 
2.09 
1.37 
3.33 

19.83 
49.45 
15.6 
3 3  

2646.0 
102.9 

39.1% 
3.9% 

37.9% 
60.3% 
1625.4 
2150.4 

7.6% 
10.2% 
10.4% 
3.5% 
66% 

__ 

- 
- 

4.2% - 
- 
- 

- 

__ 

- 

80 
60 
50 
40 
30 
25 
20 
15 

10 
75 

4.34 4.44 4.11 I 4.01 I 4.60 I 4.35 1 4.50 1"Cash Flow" persh 
2.44 2.53 2.27 2.25 2.68 2.45 260 Earnings per shB 
1.41 1.47 1.50 1.55 1.59 1.66 1.71 Div'dsDecl'dpershc. 
2.70 2.77 2.57 3.94 5.85 4.85 4.80 Cap7 Spendingpwsh 

20.99 21.89 22.82 23.49 24.75 25.55 26.55 Book Value per sh D 

49.92 50.14 50.54 51.20 51.50 51.75 52.00 CommonShsOutst'aE 

4.7% 1 4.8% I 4.2% I 4 2% I 5.7% 1 5.1% 1 5.3% /Net Profit Margin 
35.9% I 33.3% I 33.4% I 32.3% I 31.0% 1 30.5% I 30.0% /Long.Tertn Debt Ratio 
62.4% 65.0% 65 0% 66.2% 67.5% 68.0% 70.ffA Common Equity Ratio 
1679.5 1687.7 1774.4 1818.1 1886.9 1940 2005 Total Capital ($mill) 
2208.3 2269.1 2346.2 2489.9 2667.4 2855 3060 Net Plant ($mill) 

8.5% 8.8% 7.6% 7.5% 8.3% 7.5% 7.5% ReturnonTotal Cap'l 
11.4% 11.4% 9.7% 9.4% 10.9% 9.5% 10.0% Returnon Shr. Equity 
11.6% 11.6% 9.9% 9.5% 11.0% 9.5% fO.O% ReturnonComEquity 
5.0% 5.0% 3.3% 3.4% 4.3% 3.0% 3.5% Retained toCom Eq 
57% 57% 61% 64% 59% 68% 66% AllDiv'dstoNetProf 

54.10 
4.60 
2.65 
1.83 
4.80 

28.95 
52.00 
15.0 
1.00 

4.1% 
2815 

140 
39.0% 

5.0% 
28.0% 
70.5% 

2130 
3765 
7.5% 
9.5% 
9.5% 
3.0% 
68% 

- 

- 
__ 

- 
- 

~ 

- 

__ 

__ 

1. Gas j the parent of Washington Gas 
Washington, D.C. and adjacent 
'I and comm'l users 11.094.109 

vides energy related products in the D.C. metro area; W 
Energy Sys. designdinstalls comm'l heating, ventilabng. and air 
cond. svstems. State Street Global owns 9.3% of common stock: 

ire Gas a federallv reaulated sub. ooerates an Off/dir 'less than 1% 11/13 Droxv) Chnnn 8 CEO Terrv D McCal- 
undergbdnd 'gas-storage facility in b k .  Non-regulated subs.: lister. Inc.: D.C. and VA. Addr.: ibl Const. Ave.. N.W., Washington, 
Wash. Gas Energy Svcs. sells and delivers natural gas and pro- D.C. 20080. Tel.: 202-624-6410. Internet: www.wglholdings.com. 

WGL Holdings kicked off fiscal 2013 
with a mixedu bag of financial results 
(year ends September 30th). The com- 
pany's top line declined almost 6% on a 
year-over-year basis for the December pe- 
riod, due to mid-single-digit decreases a t  
the  utility and nonutility operating seg- 
ments. A portion of those lost revenues can 
be attributed to 7,600 electric accounts 
that have gone elsewhere for their utili- 
ties. Meanwhile, the Regulated Utility 
division saw 10,600 more active customer 
accounts for its gas services. However, 
that unit's operating earnings actually 
ticked slightly lower as higher deprecia- 
tion expenses and unrecoverable carrying 
costs weighed on profitability. Greater con- 
tributions from the Commercial Energy 
Systems and Wholesale Energy Solutions 
units helped to offset weakness in other 
areas and sent WGLs bottom line moder- 
ately higher, to $1.14 a share. Still, 
We have trimmed a nickel off our 2013 
earnings estimate, to $2.45 a share. 
This represents an  annual decline of about 
9%, which reflects likely higher costs at 
the  Regulated Utility and Retail Energy- 
Marketing divisions. as well as weakness 

later this year. Meanwhile, it falls within 
the company's recently released guidance 
range of $2.37-$2.49 for the period. 
A pending rate case may help to turn 
things around at WGL Holdings. Man- 
agement was anticipating a response to 
this submission on or around the end of 
February. The application called for 
roughly $29 million in increases, of which 
$26 million relates to current and pre- 
viously deferred pension and overhead 
costs. If approved, this may help to check 
rising costs at the company. 
A midstream investment may be in 
the works. The company was looking into 
a joint venture with UGI Energy Services 
and Inergy Midstream to develop a n  inter- 
state pipeline known as the Com- 
monwealth Pipeline. This line would ex- 
tend from Penns lvania to Philadelphia, 
Baltimore. and d s h i n g t o n  DC, at a cost 
of about $1 billion. However, the initial 
marketing phase of this project was not as 
fruitful as previously expected, so whether 
the project will move forward is unclear. 
All told, these untimely shares may 
appeal to income-seeking accounts. 
Brvan J. Fong March 8. 2013 
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American Water Works Co lnc: (NYSE: AWK) 
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Full Company  Report Get Full Company Report for Erlsr S.?.m~ol 

AMER WATER is the largest investor-owned U S water and wastewater utility company With headquarters in Voorhees, N J , 
the company employs nearly seven thousand dedicated professionals who provide drinking water, wastewater and other related 
services to approximately 15 6 million people in 32 states and Ontano, Canada 

GENERAL ~ N F ~ R ~ A ~ I O N  
AMER WATER WORK 
1025 LAUREL OAK ROAD 
VOORHEES, NJ 08043 
Phone 856-346-8200 
Fax 856-346-8360 
Web http liwww amwater corn 
Email NA 

Industry UTIL-WATER SPLV 

Utilities Sector 

Fiscal Year End December 

- -" -" I1l_ 
-_ I __ 

Last Reporied Quarter 12/31/2012 

Next EPS Date 05/08/20~3 - 1 - 1 1 ~ -  "I-_ " 

PRICE AND VOLUME INFOR 

Zacks Rank i& 

Yesterday's Close 40.36 

52 Week High 40.69 

32.75 52 Week Low 

Beta 0.32 

20 Day Moving Average 706,455.63 

Target Price Consensus 42.78 

II -- - - _ _ _ l l " - l ~ _  " 

- - __ 

~ - I I - _ _ ~ I  __I - 

%Price Change 

4 Week 3.38 

6.15 12 Week 

YTD 
- -- 

Share Information 

117.41 Shares Outstan_ding (millions) 

Market - Capitalization - - -  _ "  (millions) - I 7,160.27 

Short Ratio 0.71 

"-- " _I I - ^ ^  

Last Split Date - II _l_llllll.l_l__l_l_- ~- NA 

EPS INFORMA~ON 

Current Quarter EPS Consensus Estimate 0.35 

v : - l L . i . I  i;3- II. i 3 

% Price Change Relative to S&P 500 

4 Week 

12 Week 

0.78 

-2.43 
-- I - 

___^_  
" - 

YTD -0.68 

Dividend Yield 2.48% 

Annual Dividend $1.00 

Payout Ratio - 0.47 

-0.11 Change - _" in _ _ _  Payout Raho 

12118/2012 / $0.25 Last Dividend Payout /Amount 
- -- 

CONSENSUS ~ E C O ~ ~ ~ N D A ~ I O N S  

Current (l=Strong Buy, 5=Strong Sell) 1.18 
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http://Zacks.com
http://www


AWK: AMER WATER WORK - Full Company Report - Zacks.com 

View the Archive 

Page 2 of 2 
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FUNDAMENTAL RATIOS 

1.29 
_" .................. . ,_".....,_I._ ,,,,,,, 

P/E 

Current FY Esbmate '8.1. "-- - - -- 
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PEG Ratio 2.27 
--_^ - - - - - "  

Price Ratios 

Price/Book 1.61 

Prlce/Cash Flow 9.44 

Prlce / Sales 2.49 

EPS Growth Sales Growth 
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vs. Previous Ouarter -65.12% 
". 

."..I_-- . ." ___.,,_--_____-,,,, 

vs. Previous Year 6.43% 
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"ll..l"" 

-"-̂-,,l . _ "  

ROA ROE 

12-31 -1 2 am 
09-30-12 8.86 

06-30-12 8.28 

12-31-12 2.60 
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06-30-12 2.44 

Current Ratio Quick Ratio 

12-31-12 

Operating Margin 

0.50 12-31 -12 

09-30-1 2 0.64 

06-30-1 2 0.60 

I I _  

-- I I---̂_ _ " _  
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- - _"" I 

0930-12 I_ 0.61 

0.56 06 30 12 __- - 

Pre-Tax Margin 
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Debt-to-Equity 

- - I - - 
- _  

Net Margin 

12 31-12 12.45 

12.96 

12.67 
"11 " I I 

09-30-12- I 

__ - - _ _  06-30-12 

Book Value 

12-31 -1 2 25.14 

09-30-12 . 25.21 
I - " "  I 

24.52 
--_I_ 

06-30-12 

Debt to Capital 

12-31 -1 2 53.96 

09-30-1 2 53.91 

06-30-12 54.69 

Inventory Turnover 

43.64 12-31-12 
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__ 12-31 -12 1.17 

09-30-12 1.17 

06 30-12 1.21 06-30-12 42.97 
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American Sts Wtr Co: (NYSE: AWR) 
ZACKS RANK: 2-BUY b 

$54.91 -0.2 2 (-0.224~) VOLUME 77,634 MAR 12 0 4 ~ 0 2  PM ET 

Full Company Repor t  

American States is a public utility company engaged principally in the purchase, production, distribution and sale of water The 
company also distributes electncity in some communities In the customer seivice areas lor both water and electnc, rates and 
operations are subject to the jurisdiction of the California Public Utilities Commission 

Get Full Company Report for 

GENERAL I ~ F O ~ ~ A ~ I O ~  
AMER STATES WTR 
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Shares Outstanding (millions) 19.26 

Market Capltalization (millions) 1,060.04 

Short Ratio 5.67 

I--^-I- " -l~_ll^ll"_l 

I - - _" "_ _- _ _  ___ 

Last Split Date 06/10/02 

EPS I N F O R M A ~ ~ O N  

Current Ouarter EPS Consensus Estimate 0.50 

% Price Change Relative to S&P 500 

?-!ee!L~.- __" .....~.~,,,,.,.,II 3.26 

12 " ... Week . . . ,.. . . .- - , 7.39 ~ .,,, . . .. . -_ 
YTD 6 x5 
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California Water Service Company's business. which is carned on through its operating subsidianes, consists 01 the production, 
purchase, storage, punfication, distribution and sale of water lor domestic, industnal, public and irrigation uses, and lor lire 
protection It also provides water related services under agreements with municipalities and other private companies The 
nonregulated services include full water system operation, and billinq and meter reading semces 
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Email klichtenberg@calwater com 

IndustN UTIL-WATER SPLY 

Sector Utilities 

Fiscal Year End December 

12/31/2012 

Next EPS Date 05/06/2013 

- -  Last Reported Quarter I~ - _ _ _ _  I 

PRICE AND VOLUME I N F ~ R ~ A ~ I ~ ~  

Zacks Rank 

Yesterdav's Close 21.08 

52 Week Hiah 21.22 

52 Week Low 16.84 

Beta 0.28 

20 Day Mowng Average 175,338.25 - - -11 _-  ~ I- 

Target Price Consensus 19.50 

% Price Change 

4 Week- 7.44 

12 Week 15.63 

- I - ___ - II 

YTD 15.04 

Share Information 

Shares Outstanding (millions) 41.91 

Market Capitalization (millions) 883.42 

Short Ratio 4.16 

06/13/11 Last Split Date -_ 
11111111 I 1"11 "l__l - 

_ _ _  - ____I -- 

[CWT] 30-Cay Closing Friccb 
-1 T 

21 T -  

%Price Change Relative to S&P 500 

4 Week 4.73 

12Week 6.28 

YTD 5.77 

Dividend Information 

Dividend Yield 3.04% 

$0.64 Annual Divldend 
~---11 

Payout Ratio I "I I - 0.55 

Chanae in Pavout Ratio -0.11 

Last Dividend Pavout /Amount 02/07/2013 /50.16 

EPS I N F O ~ ~ A T I O N  

Current Quarter EPS Consensus Estimate 0.02 

CONSENSUS RECOMMENDATIONS 

Current Il=Shorm Buv. 5=Sbona Sell) 2.71 

http://www .zacks.com/stock/researchJCWT/company-reports 311 2/20 1 3 

http://Zacks.com
http://Peopleandpkks.com
http://www


CWT: CALIF WATER SVC - Full Company Report - Zacks.com Page 2 of 2 

AdCholCcS b 

TOO 1 2  StOCkS t Q  

.\*r.l T::p'>-orkCw!y 

Panel of nation's 
leading analysts just 
announced their 
favarlte Q1Ck.S 

I 

Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago -- I 

Next EPS RepOrt Dale - - 

F U N ~ A M E ~ T A L  RATIOS 

05/06/2013 9OODaysfig!t-" I 
" -  

P/E 

Current FY Estimate 20.60 
_̂ l_lllll"___lIII -~ 

Trailing 12 Months 18.49 
l_l_ - ""-"- I I___^ _- 

PEG Ratio 4.12 

Price Ratios 

Prhze/Bwk 1.86 

EPS Growth 

vs. Previous Year 200.00% 

vs. Previws Quarter -83.101 
~ ." 

I___ .. . ......,. __ .- ... .... 

Sales Growth 

vs. Previous Year 17.97% - 
~ ~ ~ . " . o a , h i r a n e ~ ! r . l .  
Riaht NOW 

Here's a 
recommendation that 
several top analysts 
agree on 

vs Previous Quarter -31.76% - " "___ 

ROA 

12-31-12 2.47 

09-30-12 2.35 

06-30-12 I 1.93 

Operating Margin 

12-31-12 8.56 

ROE 

12-31 -1 2 10.39 

09-30-1 2 9.84 Price/Cash Flow 8.34 
Get profitable stock picks 
and timely market advice 
in 2acks.com.s Free 
Daily Newsletter! 

Free Registration i View the Archive 

Price / Sales 1.58 06-30- 12 7.99 

Current Ratio Quick Ratio 

12-31 -12 0.58 

0.76 

0.61 
09130 ~ " II_ ~" I- 

- - 06-30 12 

09-30-12 8.27 

6.75 06-30-1 2 
- 

I_ -- 

Book Value 

12-31 -12 11.30 

Net Margin 

12-31 12 8.72 

8.44 09_30-12 

06-30 12 _I I 6.92 
- - " -  " I 

inventory Turnover 

12-31-12 - 37.33 

09 30 12 39.18 

06 30-12 38.78 

Pre-Tax Margin 

12-31-12 12.55 

13.11 09-30-12 

11.36 06-30-12 
"I - "̂"l I 

__ 

Debt-to-Equity 

0.92 12-31 -1 2 

09-30 12 1.01 

06-30-12 1.06 

___ 

09-30-12 11.33 

06-30 12 1o.n 

Debt to Capital 

12-31-12 47.84 

09-30-1 2 50.24 

06-30-12 51.53 

12% Yield Stocks to Ruv 
\\!A\% (,k~b,.il3I\ l<-<'n\:k ( 3 ' 1  

These stocks yield 12%, yet most US investors don't know they exist Adfhaices h 

Quick Links 
Services My Account Resources Client Support 
Prewium Services We17 Coritaci Us 
Z a c b  Hank FAGS Share Feedback 
Persona! Finance Di$closcire A h t i t  ZKkS 

Com-nentWy P-e fewms p;jy.Jcy poiicy Careers 
Educalion i.cginiPass:;crd Help Pe:for ildvetiise 

U$p:ads to Premium Site Uap Media 

Zacks Research is Reported On. 

y~x€oo! Accredited Business. 

Zacks Investment Research ' 
is an A+ Rated BBB 

hpyright XI* 3 Zacks Inve,tnenf 9ese.mIl 
At the center of everything we do is a strong mrnmitmenl to independent research and shanng its prohtable discoveries with investors This dedication lo giwng investors a trading 
advantage led to the Creahon of our proven Zacks Rank stock-rating system Since 1986 it has nearly tripled the S8P 500 with an average gain of +26% per year These returns cover a 
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Connecticut Water Service, Inc , is a non-operating holding company whose income comes solely from its subsidiaries The core 
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Middlesex Water Company treats, stores and distributes water for residential, commercial, induslnal and fire prevention 
purposes 

GENERAL INFORMATI0 
MIDDLESEX WATER 
1500 RONSON RD P 0 BOX 1500 
ISELIN, NJ 08830 
Phone 7326341500 

Web http Nwww middlesexwater corn 
Email bsohler@middlesexwater corn 

Fax 732-638-751 5 

Industry UTIL-WATER SPLY 

Sector Utilities 

December Fiscal Year End 

12/31/2012 Last Reported Cuarter 

Next EPS Date 05/10/2013 

- 

PRICE AND VOLUME I ~ F ~ ~ ~ A T I ~ ~  

Zacks Rank -n. 

19.35 Yesterday's Close 

52 Week High 20.06 

52 Week Low 17.48 

Beta 0 4 8  

_ _  _ _  - " _  

20 Day Moving Average 29,655.25 

Target Pnce Consensus 20.50 

Yo Price Change 

-1.23 4 Week 

12 Week 2.76 

M D  1.07 

- 

- 

Share Information 

Shares Outstanding (millions) 15.76 

Market Capitalization (millions) 304.86 

8.32 Short Ratio 

Last S_pIit Date 11/17/03 

-- 
-- l l l l ~ l _  " 

_ _  

EPS INFORMATION 

Current Charter EPS Consensus Estimate 0.17 

Current Year EPS Consensus Estimate 1.01 

% Price Change Relative to S&P 500 

4 Week -3.71 

12 Week -5.55 

Dividend Information 
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_ ^ " I  - _" 

Quick Ratio 

0.41 12-31-12 

09-30-12 0.48 
- - - _  

06-30-12 0.44 

Pre-Tax Margin 

1231-12 19.73 

09-30-1 2 19.38 

1866 06-30-12 - "- " " "  

Debt-to-Equity 

0.72 12-31 -1 2 

0.73 09-30-1 2 

06-30 12 0.76 

I_ I "I 

- 

These stocks yield 12%, yet most US investors don't know they exist. 
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Operating Margin 
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Book Value 
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ZACKS RANK. 3-HOLD @ Sjw Corp: (NYSE: SJW) 
$26.81 -0.37 (-1 .%yo) VOLUME 15,015 MAR 1204.05 PY ET 

Full Company Report Get Full Company Report for. ErWr Symool 

SJW CORP is a holding company whlch operates through its wholly-owned subsidiaries, San Jose Water Co , SJW Land Co , 
and Westem Precision, Inc San Jose Water Co , is a public utility in the business of providing water service to a population of 
approximately 928.000 people Their service area encompasses about 134 sq miles in the metropolitan San Juan area SJW 
Land Co operates parking facilities located adjacent to the their headauarters and the San Jose area 

GENERAL INFORMATION 
SJW CORP 
110 W TAYLOR STREET 
SAN JOSE, CA 951 10 
Phone 4082797800 
Fax 408-279-7917 
Web hltp Vwww sjwater corn 
Email boardoldirectors@sjwater corn 

Industry 

Secfor 

UTIL-WATER SPLY 

Utilitles 

Fiscal 'fear End December 

12/31/2012 Last Reported Quarter 

Next EPS Date 04/24/2013 
I" - I -  "" _I - __ 

PRICE AND VOLUME I N F ~ ~ ~ ~ ~ I ~ N  

Zacks Rank r;r 
Yesterdav's Close 27.18 

52 Week Hioh 28.11 

52 Week Low 22.56 

Beta 0.58 

20 Day Moving Average 19,954.70 

Target Price Consensus 29.33 
-_I-"" I- _ "  " "_"_ll_ 

Yo Price Change 

4 Week -1.45 

12 Week 8.59 

YTD 4.36 

-~ 

Share Information 

Shares OutStanding (millions) 18.69 

Market Captalization (millions) 508.13 

Short Ratio 8.86 

0331 7/06 Last Split Date 
~l-l_l- ____-I - - --_ 

__ -I - -  

EPS INFOR~ATION 

Current Quarter EPS Consensus Estimate 0.13 

~ " . . .  ... . . ... .. .,.....,.. ............. . . ,........ " 

WIN YOV 5tKXJLD TRADE FUTURES 
WKM A C 0 M p I v . N  Y O U  MOUCHT 
WAS JtST AN QPTIONS W%C.lAUST. 

[SI&] 30 Cdy Closing Rice$ 
18 5- 

% Price Change Relative to S&P 500 

4 Week -3.93 

12 Week 4.19 

-4.05 M D  - __ - I I 

Dividend Information 

Dividend Yield 2.69% 

Annual Divldend w173 

Payout Ratio r -  -" -__ __ 
I_ --- _ _  

0.60 

Change in Payout Rabo -0.12 

Last Dividend Payout / Amounl 02/07/2013 / $0.18 

CONSENSUS R E ~ O ~ ~ ~ N D A T I O N S  

Current (I=Strong Buy, 5-Strong Sell) I 1.67 

http://www .zacks.com/stock/research/SJW/company-reports 3/12/2013 

http://Zacks.com
http://www


S J W :  SJW CORP - Full Company Report - Zacks.com Page 2 of 2 

- Next EPS Report Date __ 

FUND AM ENTAL RATIOS 

P/E 

Current FY Estimate 20.75 

Trailing 12 Months 23.03 

PEG Ratio NA 

~ I _ _ I I _ ^ _ _ _  

- -___ _ _  

Price Ratios 

PriceIBook 1.85 

Price/Cash Flow 8.90 

Prlce /Sales 1.94 

Current Ratio 

12-31 -1 2 0.87 

04/24/2013 I 90 Days Ago 

EPS Growth 

vs Previous Year I 82.35% 

-41.51% 
- I _lll I _ I  

vs _ I  P E v i w s s r t e r  ___ 

Sales Growth 

vs. Previous Year 0.18% 

vs. Previous Ouarter -24.1 9% - ___ .......,I .-.....I ~ . .. ,. 

ROE 

12-31-12 8.32 

09-30-12 7.40 

06 30-12 6.77 

Quick Ratio 

12-31 -12 0.85 

1.22 

06-30-12 127 
O9 30-12 l-_l -- - - 

_ 
Net Margin 

12-31 -12 8.53 

09-30-1 2 8.80 

06-30 12 8.35 
I - 

Inventory Turnover 

12-31 -12 

09-30-12 

1 14.89 

116.20 

09-30-12 1.20 

06-30- 12 1.25 
I 

PreTax Margin 

12-31 12 14.48 

14 98 

14.15 
II__ 

09 30-12 

__ 06 30-12 

Debt-to-Equity 

1231-12 1 .n 
0930 12 1 24 

06-30-1 2 11 2.74 06-30-12 1.27 

ROA 

12-31 -12 2.10 

09-30-12 1.87 

06-30-12 1.71 

Operating Margin 

12-31-12 8.53 

7.52 
1 1 1 1  

0-9-30_?? 

06 30-12- 7 9  

Book Value 

12-31 -12 14.72 

14.58 09-30-1 2 

0_6-30 12 I 14.20 
“ I  l_l - -^ 

Debt to Capital 

55.00 12-31 12 

09-30-12 55 28 

06-30-12 55.96 

_ -  - _  
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Aqua America Inc: (NYSE: WTR) 
$30.22 0.05 (0.17%) VOLUME 654,417 MAR 1204.01 PMET 

Full Company Report 

Aqua America is the largest publicly-traded U S -based water utility serving residents in Pennsylvania, Ohio, Illinois, Texas, New 
Jersey, Indiana, Virginia, Florda, North Carolina, Maine, Missouri, New York, South Carolina and Kentucky The company has 
been committed to the Dreservation and imDrovement of the environment throughout its history, which spans more than 100 

ZACKS RANK: 1-STRONG BUY r?, 

Get Full Company Report for Enkr Symml 

8s China the World's 
Greatest Superpower? 

years 

GENERAL INFORMAT~ON 
AQUA AMER INC 
762 W LANCASTER AVE 
BRYN MAWR, PA 19010-3489 
Phone 610-527-8000 
Fax 610-645-1061 
Web http !/www aquaamenca corn 
Email NA 

Industry UTIL-WATER SPLY 

Sector Utilities 

Fiscal Year End December 

12/31/2012 Last Reported Quarter 

Next EPS Date 05)08/2013 
__ 

PRICE AND V ~ ~ ~ ~ E  INF~RMATION 

.& Zacks Rank 

30.17 Yesterday's Close 

52 Week Hgh 30.33 

52 Week Low 21.52 

Beta 0.18 

20 Day Moving Average 597,058.50 

Target Pnce Consensus 30.17 

-- 111 I_ 11-- 

- - _ -  

I 

% Price Change 

Zacks Community 
PeopleandprckS.com 

Community Rating 9 

How do you rate WTRQ 

Find out what the Zacks 
Community thmks of WTR 
at PeopleAndPicks corn 

5.49 4 Week 

12 Week 20.78 
- -- - - 

YTD__ 17.58 

Share Information 

Shares Outstanding (millions) 140.35 

Market Capitalization (millions) 4,234.30 

6.60 Short Ratio 

Last S~ l i t  Date 12/021O5 
-_ I --I ~ 1 1 1  -- - 

EPS INFORMATION 

0.26 __ - _  Current Charter EPS Consensus Estimate 

1 YES No I 

[WTR] 30-Day Clcsing Prices 
3G i 

% Price Change Relative to S&P 500 

4 Week 2.83 

12 Week 11.01 

M D  a i 1  -" 

Dividend Information 

Dividend Yield 2.3PA 

Annual Diwdend $0.70 

0.62 Payout Ratio 

Change in Payout Raho NA 

" -  0211312013 I50.17 Last Dividend Payout / Amounl 

^ l " " _ l l " ~ " - " l  " _ "  

I____ 

CONSENSUS RECOMMENDATIONS 

Current ( 1  =Strong Buy. 5=StroLg Sell) 2.58 - 
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PIE EPS Growth 

vs. Previws Year 20.00% 
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-. 111" .....I_xI_-. . ""..l..̂ l_lll̂ l 

. __" ,11 

Sales Growth 

vs - PrewousYear 1.19% 

vs Previous Qtalter - - -___ 
- I- - - - 1 1 ~  

-18.55% 

Current FY Estimate 22.n 
,,11111-" .......... "".ll_lll .............. 
Trailing 12 Months 28.46 .- __ , __ _I 

w 
*A%> 5 d  ?y-,s6+2irr 
Heres=  
recommendation that 
several top analysts 
agree on 

PEG Ratio 3.24 

Price Ratios ROE 

12-31-12 

ROA 

PrEe/Bwk 3.05 

Pr!ce/Cash Flow 15.63 

Price /Sales 5.59 

Current Ratio 

12-31-12 0.95 

09-30-1 2 073 

0.69 06-30-12 
--__I__ I___ _ _  

-- - 

13.95 12-31 -1  2 4-07 

09-30-12 11.59 09-30-1 2 3.39 

06-30-12 3.25 
/Get prolitable slock picks 

06-30-12 11.17 and timely market advice 
in Zacks.corn's Free 
Daily Newsletter! 

Free Registration 

Quick Ratio Operating Margin 

12-31-12 0.91 

09 30-12 0.69 

06-30-12 0.64 

--- I - I _ _ ~ I  "~ -__ I 

- 

12 31-12 24.30 

09-30-12 19.71 

06-30-1 2 19 07 

I 

- I 

Book Value 

1231-12 9.90 

9.41 

06-30-1 2 9.37 
OP_3e_L2_- ""ll__l^I ~ 

Net Margin PreTax Margin 

12-31 -12 33.12 12-31 -12 25.94 

09-30-12 21 .m 
06-30-12 20.92 

Inventory Turnover 

12-31 -12 23.36 

09-30-12 23.25 

06-30-12 23.11 

-" -~ " 1111 - 

__ 

09-30- 12 31.98 

06-30-12 30.88 

Debt-to-Equity Debt to Capital 

1.11 12-31 12 

09-30-1 2 1.16 

06-30-12 1.20 

- "  - " ^  
52.70 12-31 -12 

09-30-12 53.61 
- -  

06-30-1 2 54.65 

12% Yield Stocks to Ruv 

These stocks yield 12%, yet most US investors don't know they exist. 
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Agl Resources Inc: (NYSE: GAS) 

$40.71 -0.32 (-0.7870) VOLUME 539,299 MAR 12 04:02 PM ET 

ZACKS RANK: CSlRONG SELL 0 

Full Company Repor t  

AGL Resources pnncipal business is the distnbution of natural gas to customers in central, northwest, northeast and southeast 
Georoia and the Chattanowa. Tennessee area throuah its natural gas distnbution subsidiary AGL's major service area is the 

Get Full Company Reporl for Erlor Symsoi 

ten &unly metropolitan Atlanta area 

GENERAL INFORMATION 
AGL RESOURCES 
TEN PEACHTREE PLACE 
ATLANTA, GA 30309 
Phone 4045844000 
Fax 404-584-371 4 
Web http //www aglresources corn 
Email scave@aglresources com 

lndwtv UTIL-GAS DISTR 

Sector Utilities 
" - 

Fiscal Year End December 

Last Reported Quarter 12/31/2012 

Next EPS Date 05/07/E13 _ - _  _ _ _  1 1 ~ - 1  

PRICE AND VOLUME I ~ F ~ f f ~ A T I ~ N  

J 

Yesterday's Close I 41.03 

42.37 

36.59 52 Week Low 

Beta 0.40 

" "I-- 

Zacks Rank 
I 

5"eekHlgh" -_ "I-- 

_ _  _ "  __  - " -" - 

20 Day Moving Average 550,373:38 

Target Pnce Consensus 41.40 
" - 

~~ llll_ll_llll__-l" -" - - - - --- 

Yo Price Change 

1.86 

2.37 

2.00 

Week. ........................ . . . . .  

!?.Week _llll_-l_l_ll . "^ 

"E ___I_^__ "-"ll".ll .. .- .............................. 

Share Information 

Shares Outstanding (millions) 11 7.88 
~ .. 

Market Capitalization (millions) 4,036.45 

Short Ratio 4.00 
..... -. . _ll".""~""" _I_11,..." " ........... -. - " ....... " . 

Last Split Date 
I _ _  12/04/95 

EPS INFORMATION 

Current CXlarter EPS Consensus Esrirnate 1.38 

36 Price Change Relative to  S&P 500 

Dividend Information 

Dividend Yield 4.58% 

Annual Divfdend s1.m 

Payout Ratio 0.75 

0.1 1 Change in Payout Raho 

I_^__ Last Dividend - - Payout -- / Amount OZlal2013 / 50.47 

I I 

I - __ - - 

CONSENSUS R E ~ O M ~ ~ N D A T I O N ~  

Current (l=Strong Buy, 5.Strong Sell) 2.57 
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FUNDAMENTAL RATIOS 

P/E 

Current FY Estimate 15.95 

Trailing 12 Months 16.68 

PEG Ratio 4.52 

-" II~-x--III ~- 
- _ _  - " - -  -~ 

Price Ratios 

PreeIBwk 1.41 

Pree/Cash Row 6.87 

1.23 Price / Sales 

Current Ratio 

12-31 -1 2 0.80 

09-30-12 0.77 

0.76 06-30-12 

I 111 

- ---- "llllllll_l__"-ll̂ l_l 

- _- " 

Net Margin 

12-31 -12 6.91 

5.90 - " " l _ ~  __ - 09.301 2 

06-30 12 6.11 

EPS Growth 

vs. Previous Year 4.60% 

vs. Previous Ouarter 911.11% 

ROE 

12-31 -1 2 aa 

a31 

09-30-12 7.63 

06-30-12 
I I 

Quick Ratio 

12-31-12 0.59 

09-30-12 043 

06-30-12 
I " I  

- __ . - _.0.5t! 

Pre-Tax Margin 

12-31 -12 11.41 

09-30-12 10.48 

06-30-12 10.87 

Inventory Turnover 

4.34 l2 31 l2 

09-30 12 3.77 

06-30 12 3.65 

__ I ___I_ 
Debt-to-Equity 

0.97 12 31-12 

09-30-12 0.98 

06-30 12 0.97 

" "^ 
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These stocks yield 12%, yet mos t  US investors don't know they exist 
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Operating Margin 
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___"ll--"lllII1l _ _  

" 

Book Value 

12-31-12 29:16 

09-30-12 28.92 - -- 
06-30-12 29.23 

Debt to Capital 
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09-30-1 2 49.49 

06-30-12 49.30 
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period from 1986-201 1 and were examined and attested by Baker Tilly, an independent accounting firm 
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Atmos Energy Corporation distnbutes and sells natural gas to residential, commerual, industrial. agricultural and other 
customers Atmos operates through five divisions in cities, towns and communities in service areas located in Colorado, 
Georgia, Illinois, Iowa, Kansas, Kentucky, Louisiana, Missoun, South Carolina. Tennessee, Texas and Virginia The Company 
has entered into an agreement to sell all of its natural gas utility operations in South Carolina The Company also transports 
natural gas for others through its distribution system 
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The Laclede Group, Inc is a public utility engaged in the retail distribution and transportation of natural gas The Company, 
which is subject to the jurisdiction of the Missouri Public Service Commission, serves the City of St Louis, St Louis County, the 
City of St Charles, St Charles County, the town of Arnold. and oarts of Franklin, Jefferson, St Francois, Ste Genevieve, Iron, 
Madison and Butler Countes, all m Missoun 
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ZACKS RANK. 3-HOLD 3 New Jersey Resources Corp: (NYSE: NJR) 
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FGQI Full Company Report 

NJ RESOURCES is an exempt energy svcs holding company providing retail & wholesale natural gas 8 related energy services 
to customers from the Gulf Coast to New England Subsidiaries include (1) N J Natural Gas Co, a natural gas distnbution 
company that provides regulated energy & appliance sewices to residential, commercial & industrial customers In central & 
northern N J (2) NJR Energy Holdings Corp formerly NJR Energy Svcs Corp & (3) NJR Development Corp, a sub-holding 
company of NJR, which includes the Company's remaining unregulated operating subsidiaries 
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ZACKS RANK. 4SELL @: Northwest Natural Gas: (NYSE: NWN) 

$43.60 -0.60 (-1 .%Yo) VOLUME 207,816 MAR 12 04:06 PM ET 

Full Company Report 

NW Natural is pnncipally engaged in the distnbution of natural gas The Oregon Public Utility Commission (OPUC) has allocated 
to NW Natural as its exclusive service area a major portion of western Oregon, including the Portland metropolitan area, most of 
the fertile Willametle Valley and the coastal area from Astona to Coos Bay NW Natural also holds certificates from the 
Washington Utilities and Transpollation Commission (WUTC) granting it exclusive rights lo serve portions of three Washington 
counties bordenng the Columbia River 

Get Full Company Report for Erlsy Symaol 
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Copyright 2313 Zacks Investmint Research 
At the center of everything we do is a strong wmmitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading 
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly hipled the S8P 500 with an average gain of +26% per year. These returns mver a 
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Piedmont Natural Gas Co Inc: (NYSE: PNY) 

$33.28 -0.3 1 (-0.33%) VOLUME 183,304 MAR 12 04:03 PM ET 

ZACKS RANK )-HOLD @ 

Full Company Repor t  

Piedmont Natural Gas Co, Inc , is an energy and services company engaged in the transportation and sale of natural gas and 
the sale of propane to residential, commercial and industrial customers in North Carolina, South Carolina and Tennessee The 
Company is the second-largest natural gas utility in the southeast The Company and its non-utility subsidaries and divisions are 
also engaged in acquinng, marketing and arranging lor the transportation and storage of natural gas lor large-volume 
ourchasers and in the sale of oroDane to customers in the Company's three-state service area 

Get Full Company Report lor Enlir Sym:al 
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GENERAL INFORMATION 
PIEDMONT NAT GA 
4720 PIEDMONT ROW DR 
CHARLOTTE, NC 28233 
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Email: investorrelations@piedmontng corn 
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ZACKS RANK 3-HOLD @ South Jersey Industries Inc: (NYSE: SJI) 

$55.41 -0.40 (-@.72%) VOLUME 105,956 MAR 12 W:02 PM ET 

Full Company Report 

South Jersey lnds Inc is engaged in the business of operating. through subsidiaries, various buslness enterpnses The 
company's most significant subsidiary is South Jersey Gas Company (SJG) SJG is a public utility company engaged in the 
purchase, transmission and sale of natural gas for residential, commercial and industrial use SJG also makes off-system sales 
of natural gas on a wholesale basis to various customers on the interstate pipeline system and transports natural gas 

Get Full Company Report lor Erl-r Syiiiml 
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Southwest Gas Corp: (NYSE: SWX) 
$46.72 -0.38 (-0.8390) VOLUME 120,658 MAR1204:Ol PM ET 

ZACKS RANK: 2-BUY 3 

Full Company Report Get Full Company Report for Erb:  S y w o l  

SOUTHWEST GAS CORP is pnncipally engaged in the business of purchasing, transporting, and distributtng natural gas in 
portions of Arizona, Nevada, and California The Company also engaged in financial services activities, through PriMeril Bank, 
Federal Savings Bank (PriMenl or the Bank), a wholly owned subsidiary 
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12-31-12 10.68 

09 30-12 10.82 

06-30-1 2 10.43 

Quick Ratio 

12-31-12 0.86 

0 75 0430-.? I___^ lll_ll 11111 - 
0.76 _ _ -  06-30-12 

Pre-Tax Margin 

12-31.12 10.78 

9.99 

06-30-12 9.28 
09-30-!2 I I__^I ll__l 

Debt-to-Equity 

12-31-12 0.97 

09-30.12 099 

06-30-12 0.94 

_-__ -_ 

Highest Dividend Stocks 
Xhr l % * ~ T l d A ' C T ~ ~  ( 0  11 

Free Insider Advice Our Must-Own Highest Dividend Stocks of 2013' 

Client Support 
Cor:acl us 
Share Feetl::at:ii 

Abciit Zacits 
Caree:s 
Adver iise 
ifledit? 

ROA 

12-31 -12 3.16 

09-30-1 2 3.18 

06-30-12 3.m 

Operating Margin 

12-31 -12 7.13 
I 

!~22- 111 _l_"l __ 2 . 0 0  
06-30-1 2 6.71 

"I 

Book Value 

12-31 -12 28.36 

27.42 

06-30-12 27.77 
P??? _I__-1II-_ " I __-" 

Debt to Capital 

49.22 12-31-12 

0930-1 2 49.82 

06-30-12 48.44 

__ 

3 
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Linkedii: 

RSS 

Yoii Tubs 

Zacks Research is Reported On 

y f i H o o !  Accredited Business. 

Zacks Investment Research 
is an A+ Rated BBB 

Copyngrit 2Oi3 Zacks Investment Research 
At the center of evwything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading 
advantage led to the creahon of OUT proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of +26% Der year. These returns cover a 
period from 1986-201 1 and were examined and attested by Baker Tilly, an independent accounting firm. 

Vis t  performance lor inlormatim about the performance numbers displayed above 

NYSE and AMEX data is at Least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed. 
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Wgl Holdings Inc: (NYSE: WGL) 

$43.44 0.18 (0.42%) VOLUME 237,394 MAR 12 04:02 PM ET 
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Full Company Report 

WASHINGTON GAS LIGHT CO is a public utility that delivers and sells natural gas to metropolitan Washington, D C and 
adjoining areas in Maryland and Virginia A distnbvtion subsidiary serves portions of Virginia and West Virginia The Company 
has four wholly-owned active subsidianes that include Shenandoah Gas Company (Shenandoah) is engaged in the delivery and 
sale of natural gas at retail in the Shenandoah Valley, including Winchester, Middletown, Strasburg, Stephens City and New 
Market, Virginia, and Martinsburg, West Virginia 

Get Full Company Report for EWY Symml @ 

GENERAL I ~ F O R ~ ~ T I O ~  
WGL HLDGS INC 
101 CONSTITUTION AVE N W 
WASHINGTON, DC 20080 
Phone 202624601 1 
Fax 703-750-4828 
Web http llwww wglholdings corn 
Email robertdennis@washgas com 

UTIIGAS DISTR Industry 

Utilities Sector 

Fiscal Year End September 

Last Reported Charter 12/31/2012 

Next EPS Date 05/08/2013 
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PRICE AND VOLUME I ~ F ~ ~ M A T ~ O ~  

ric Zacks Rank 

Yesterday's Close 43.26 
I _I_ -~ 

43.47 52 Week High- - 
35.96 52 Week Low 

Beta 0.22 

20 Day Moving Average 202,146.30 

" -- - I - " " 

__ - _  _ " ^  - " 

Target Pnce Consensus 42.17 

K Price Change 

4 Week 2.68 

Share Information 

Shares Outstanding (millions) 51.67 

2.Z35.16 Market Capitalization (millions) 

Short Ratio 4.14 

Last SDlit Date 05/02/95 

__ - 

[lilGL] 3O-Day Closina Prices 
.I 1 ', 

-13 

%Price Change Relative to S&P 500 

4 Week 0.10 

0 18 

YTD 0.86 

Dividend information 

-- -^  __ - I 
l 2Week  ___ -I - " " 

3.70% 

Annual Dividend $1.60 
Dividend Yield ___ _I-___II - _  

Payout Ratio 0.59 

Change in Payout Raho -0.02 
~ "___ 1111 _ _ _ _  

01/08/2013 / $0.40 - ._ - Last Dividend Payout /Amount - - _  __I ~ 
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Sub 
I EPS INFORMATION 

$r:ent(l=:v:% BUy,J=~:ow_S_~ - 1111 3.00 
Current Quarter EPS Consensus Estimate 

Current Year EPS Consensus Estimate 

Estimated Long-Term EPS Growth Rate 

30 Days Ago 

60 Days Ago 

9ODays Ago 

-- " 

2.44 

5.30 

05/08/2013 
I. --- __I_I_ - -_  
Next EPS Report Date 

FUNDAMENTAL RATIOS 

P/E 

Current FY Esbmate 17.70 

Trailing 12 Months 16.02 

PEG Ratio 3.37 

----I___ ___ 

Price Ratios 

PrceIBwk 1 .n 
Prtce/Cash Flow 9.43 

0.94 Price /Sales _ _ -  - --__ 

Current Ratio 

12-31 -12 1.04 

09-30-1 2 1.10 

EPS Growth 

vs Previous Year O.? - _- - _"- I_ " - __ 
vs Previous Quarter 1,240.00% 

ROE 

12-31-12 10.84 

09 30 12 10.95 

06-30-12 10.42 

Quick Ratio 

12-31 12 0.73 

09-30-12 0.69 
I 1""1-~1 111 

06-30-12 1.35 06-30-12 0.89 

Net Margin 

6.00 12-31 -1 2 

09-30-1 2 5.82 

06-30-12 4.19 

- 

Inventory Turnover 

12 31-12 7. w 

Pre-Tax Margin 

12-31 12 9.87 

09 30 12 9.67 

06-30- 12 7.63 

Debt-to-Equity 

12-31 -1 2 0.42 

3.00 

2.43 

243 

Sales Growth 

vs Previous Year -5.64% 

vs Previous Quarter 63.59% 
- I_ I- I_ - - 

ROA 

12-31-12 3.39 

09-30-12 3.42 

06-30-1 2 3.27 - 

Operating Margin 

1231 12 5.85 

09-30-1 2 5.73 

06-30-12 5.32 

Book Value 

12-31-12 25.24 

0430-12 24.62 

06-30-12 24.67 

Debt to Capital 

12-31 -1 2 29.38 

09-30-1 2 6.89 09-30-12 0.46 09-30-12 31.23 

06-3_0-12 I 7;" 06-30-12 0.46 

12% Yield Stocks to Huv 

These stocks yield 12%, yet most US investors don't know they exist. 
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period from 1986-201 1 and were examined ard attested by Baker Tilly. an independent accounting firm. 
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M A R C H  a, 2 0 1 3  V A L U E  L I N E  S E L E C T I O N  & O P I N I O N  P A G E  i o a i  

Selected Yields 

3Months Year 
Recent Ago Ago 

(2/27/13) (11/28/12) (2/29/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount  Rate 0.75 0.75 0.75 G N M A  5.5% 1.59 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.22 
Prime Rate 
30-day CP ( A l / P l )  
3-month LIBOR 
Bank CDs 
6-mon th  
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 3.25 
0.21 0.23 0.33 
0.29 0.31 0.48 

0.10 0.11 0.22 
0.1 3 0.1 6 0.34 
0.70 0.76 1.15 

0.1 0 
0.1 3 
0.1 5 
0.76 

-0.63 

3.37 

1 .a8 

3.08 

0.09 0.08 
0.14 0.1 3 
0.1 7 0.1 6 

1.64 1.97 
-0.80 -0.30 
2.81 3.09 
3.03 3 .30  

0.65 0.86 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 6 1  
Mos. Years 

F N M A  5.5% 
F N M A  ARM 
Corporate Bonds 
Financial (1 0-year) A  
Industr ial (25/30-year) A  
Ut i l i t y  (25/30-year) A  
Ut i l i t y  (25/30-year) BadBBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany  

Japan 
Un i ted  Kingdom 
Preferred Stocks 
Ut i l i t y  A  
Financial BBB 
Financial Adjustable A  

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index ( G o d  
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A  
5-year Aaa 
5-year A  
1 0-year Aaa 
1 0-year A  
25130-year Aaa 
25/30-year A  
Revenue Bonk (Revs) (25/3@Year) 
Education AA 
Electric A A  
Housing AA 
Hospi ta l  AA 
Toll Road Aaa 

Source: Bloomberg Finunce L.R 

1 .a3 
2.23 

2.99 
4.03 
4.03 
4.40 

1 .a7 
1.45 
0.67 
1.96 

5.37 
5.92 
5.53 

3.74 
4.30 

0.1 6 
0 .74  

1.79 
2.04 
2.90 
3.1 3 
4.83 

4.21 
4.34 
4.64 
4.47 
4.37 

0.87 

1.70 
2.08 
1.71 
2.1 9 

2.98 
3.75 
3.77 
4.1 3 

1.72 
1 .37  
0.72 
1.77 

5.1 7 
6.11 
5.53 

3.37 
4.14 

0.1 8 
0.77 
0.69 
1.64 
1.75 

3.12 
2.78 

4.68 

4.14 
4.25 
4.55 
4.30 
4.22 

1.38 

1.98 
2.38 

1.96 

3.68 
4.26 
4.05 
4.53 

1.99 

0.96 
2.1 5 

5.24 
6.14 
5.53 

1 .a2 

3.69 
4.75 

0.1 6 
1.10 
0.71 
2.00 
1.96 
3.04 
3.56 
4.99 

4.45 
4.54 

4.63 
4.42 

4.87 

Federal Reserve Data 
BANK RESERVES 

(Two- Week Period; in Millions, Not Seasonally Adjusted) 
Recent Levels Average Levels Over the Last ... 

2120113 2/6/13 Change 12 Wks. 26 Wks. 52 Wks. 

4 6 8  539 -71 691 1326 3618 
161 5394 15781 84 3 7 2 1 0  1503320 1466874 1478195 

161 4926 1577645 37281 1502628 1 4 6 5 5 4 7  1 4 7 4 5 7 8  

Excess Reserves 
Borrowed Reserves 
Net Free/Borrowed Reserves 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last ... 
2/11/13 2/4/13 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2481 .o 2474.7 6.3 11 .O% 1 4 . 5 %  12.2% 
M2 (M1 +savings+small time deposits) 10435.4 10421.1 14.3 6 .0% 7 .2% 7.1 % 

Source: Unired Stute.s Fedeml Reserve Bank 

resoto. storeo or transm tfed n any pnnred. e1eclron.c or ofner l a m  01 used lor generatng or markel ng any prlnled or electronic publication, sew ce or product. 



M A R C H  1 ,  2 0 1 3  V A L U E  L I N E  S E L E C T I O N  & O P I N I O N  P A G E  1 0 9 3  

Selected Yields 

3Months Year 
Recent Ago Ago 

(2/20/13) (11/20/12) (2/22/12) 

3Months Year 
Recent Ago Ago 

(2/20/73) (7 1/20/12) (2/22/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.60 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 2.32 
Prime Rate 3.25 3.25 3.25 
30-day CP (Al/Pl) 0.20 0.22 0.26 
3-month LIBOR 0.29 0.31 0.49 
Bank CDs 

1 -year 0.1 3 0.1 6 0.34 
5-year 0.70 0.76 1.15 
US. Treasury Securities 
%month 0.12 0.09 0.08 
6-month 0.1 3 0.14 0.12 
1 -year 0.1 5 0.1 8 0.1 5 
5-year 0.84 0.67 0.86 

10-year (inflation-protected) -0.68 -0.76 -0.30 
30-year 3.1 8 2.82 3.1 5 

6-month 0.1 0 0.1 1 0.22 

1 0-year 1.99 1.67 2.00 

30-year Zero 3.47 3.04 3.37 

Treasury Security Yield Curve 
6.0 0% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (IO-year) A 
industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Revenue Bonds (Rws) (25/3&Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Source: Bloomberg Finunce L.P 

Federal Reserve Data 

2.01 
2.23 

3.08 
4.12 
4.1 2 
4.45 

2.02 
1.65 
0.75 
2.19 

4.31 
5.91 
5.52 

3.72 
4.30 

0.19 
0.79 
0.85 
1.85 
2.00 
2.93 
3.1 5 
4.86 

4.22 
4.35 
4.65 
4.47 
4.37 

1.73 
2.09 
1.73 
2.1 9 

2.91 
3.78 
3.78 
4.13 

1.76 
1.42 
0.74 
1.85 

5.12 
6.09 
5.52 

3.41 
4.1 7 

0.1 7 
0.78 
0.67 
1.65 
1.76 
2.80 
3.13 
4.70 

4.1 8 
4.27 
4.64 
4.30 
4.22 

1.24 
1.94 
1.89 
2.37 

3.88 
4.34 
4.1 3 
4.61 

2.06 
1.89 
0.98 
2.1 1 

5.14 
6.07 
5.52 

3.65 
4.74 

0.1 7 
1.10 
0.69 
1.99 
1.95 
2.96 
3.56 
4.99 

4.46 
4.55 
4.88 
4.63 
4.42 

~~ ~ 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels 
2/6/13 1/23/13 Change 

Excess Reserves 15781 85 1521 890 56295 
Borrowed Reserves 539 565 -26 
Net FreeIBorrowed Reserves 1577646 1521 325 56321 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels 
2/4/13 1 /28/13 Change 

M I  (Currency+demand deposits) 2474.7 2456.8 18.0 
M2 (MI +savings+small time deposits) 10421.1 10413.3 7.8 

Source: United States Federal Reserve Bank 

Average levels Over the Last ... 
12Wks. 26 Wks. 52 Wks. 
1478089 145881 9 1475245 

786 1555 3903 
1477303 1457264 1471 342 

Ann’l Growth Rates Over the Last ... 
3 Mos. 6 Mos. 12 Mos. 
8.4% 14.5% 12.2% 
4.3% 7.7% 7.2% 

resolo sloreo or transmined in any pnnled. electrontc or otnel torm or JSed tor generating or market ng any printed or electronic publ.cation. seN,Ce or oioduct. 



F E B R U A R Y  2 2 ,  2 0 1 3  V A L U E  L I N E  S E L E C T I O N  & O P I N I O N  P A G E  1 1 0 5  

Selected Yields 

3Montbs Year 
Recent Ago Ago Recent 

(2/13/13) (11/14/12) (2/15/12) (2/13/13) 

TAXABLE 
Market Rates Mortgage-Backed Securities 

Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 2.1 6 
Discount Rate 0.75 0.75 0.75 CNMA 5.5% 1 .85 

Prime Rate 
30-day CP (Al /Pl)  
3-month LlBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 
0.21 
0.29 

0.1 0 
0.1 3 
0.70 

0.09 
0.1 2 
0.1 5 
0.89 
2.04 

-0.68 
3.22 
3.48 

3.25 3.25 
0.23 0.29 
0.31 0.50 

0.1 1 0.22 
0.1 6 0.35 
0.76 1.15 

0.09 0.11 
0.14 0.1 2 
0.1 8 0.1 5 
0.63 0.79 
1.60 1.93 

-0.84 -0.42 
2.74 3.09 
2.95 3.32 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00 % 

2.00 % 

1 .OO% 

0.0 0% 
3 6  
Mos. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

TAX-EXEMPl 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
2 5/3 0- year A 
Revenue Bods (Revs) (25/30-Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Sourre. Bloomberg Finunce L.P 

Federal Reserve Data 

1.90 
2.23 

3.23 
4.1 8 
4.15 
4.50 

2.04 
1.67 
0.75 
2.21 

5.50 
5.92 
5.51 

3.68 
4.29 

0.20 
0.78 
0.83 
1 .83 
1.99 
2.90 
3.12 
4.83 

4.21 
4.31 
4.68 
4.43 
4.36 

3Montbs Year 

(1 1/14/12) (2/15/12) 
Ago Ago 

- 

1.95 
2.15 
1.74 
2.20 

2.79 
3.67 
3.66 
4.00 

1.70 
1.34 
0.75 
1.75 

5.1 1 
6.09 
5.51 

3.55 
4.23 

0.22 
0.82 
0.68 
1.67 
1 .84 
2.89 
3.20 
4.72 

4.20 
4.29 
4.66 
4.35 
4.24 

1.41 
1.79 
1.82 
2.37 

3.91 
4.30 
4.10 
4.58 

2.01 
1.86 
0.97 
2.08 

5.61 
6.07 
5.51 

3.70 
4.77 

0.1 7 
1.09 
0.70 
1.98 
1.95 
2.95 
3.56 
4.98 

4.44 
4.53 
4.86 
4.63 
4.47 

Excess Reserves 
Borrowed Reserves 
Net Free/Borrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels Average levels Over the La st... 
2/6/13 1/23/13 Change 12 Wks. 26 Wks. 52 Wks. 

15781 88 1521 892 56296 1478090 145881 9 1475245 
539 5 65 -26 786 1555 3903 

1577649 1521 327 56322 1477304 1457264 1471343 

MONEY SUPPLY 
(One-Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the last ... 
1/28/13 1/21/13 Change 3 Mos. 6 Mos. 12 Mos. 

MI (Currency+demand deposits) 2456.8 2446.1 10.7 6.0% 12.7% 11.6% 
M2 (MI +savings+small time deposits) 1041 3.2 10403.4 9.8 4.9% 7.5% 7.0% 

Source United States Fedeml Reserve Bunk 

resold Stofed or transmitted in any pnnted. electronc or orher lorm or Lsed lor generating or marketdIg any piinled or electronic publication servce or product 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(2/06/13) (11/07/12) (2/08/12) 

3Months Year 
Recent Ago Ago 

(2/06/13) (1  1/07/12) (2/08/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.83 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.06 
Prime Rate 3.25 3.25 3.25 
30-day CP (Al /Pl)  0.21 0.23 0.23 
3-month LIBOR 0.29 0.31 0.51 
Bank CDs 

1 -year 0.1 3 0.16 0.34 
5-year 0.70 0.81 1.16 
US. Treasury Securities 
3-month 0.07 0.09 0.08 
6-month 0.11 0.14 0.1 1 
1 -year 0.15 0.1 7 0.14 
5-year 0.85 0.67 0.83 
1 0-year 1.98 1.68 1.98 
10-year (inflation-protected) -0.72 -0.82 -0.34 
30-year 3.18 2.84 3.1 5 

6-month 0.10 0.1 2 0.22 

30-year Zero 3.42 3.05 3.37 

Treasury Security Yield Curve 
6.00% 

5.0 0% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 
MU t a r s  

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

TAX-EXEMPl 
Bond Buyer indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
10-year Aaa 
1 0-year A 
25/30-year Aaa 
25130-year A 
Rewnw Bonds (Rm) (25/3@Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Source: Bloomberg Finunce L.P 

Federal Reserve Data 

1.83 
2.23 

3.1 8 
4.14 
4.09 
4.45 

2.00 
1.63 
0.78 
2.10 

5.48 
5.90 
5.51 

3.67 
4.29 

0.22 
0.82 
0.85 
1.85 
2.02 
2.92 
3.14 
4.85 

4.22 
4.33 
4.68 
4.45 
4.39 

1.53 
1.83 
1.42 
2.1 9 

2.90 
3.71 
3.77 
4.1 2 

1.75 
1.38 
0.76 
1.76 

5.1 1 
6.08 
5.51 

3.67 
4.29 

0.21 
0.83 
0.74 
1.72 
1.95 
3.01 
3.28 
4.79 

4.24 
4.33 
4.70 
4.42 
4.27 

1.23 
1.86 
1.76 
2.37 

4.01 
4.39 
4.1 9 
4.67 

2.07 
1.98 
0.99 
2.19 

5.36 
6.48 
5.51 

3.60 
4.70 

0.1 5 
1.08 
0.71 
1.97 
1.92 
2.94 
3.56 
4.97 

4.43 
4.52 
4.85 
4.64 
4.47 

Excess Reserves 
Borrowed Reserves 
Net FreeIBorrowed Reserves 

~~ ~~ 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels Average Levels Over the Last ... 
l I 23 l l3  1/9/l3 Change 12Wks. 26Wks. 52Wks. 
1521 892 1463479 5841 3 1455908 1452827 1472694 

565 590 -25 903 1819 41 98 
1521 327 1462889 58438 1455005 1451008 1468496 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last ... 
1/21/13 1/14/13 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+dernand deposits) 2446.1 2442.7 3.4 7.0% 12.7% 11.5% 
M2 (M1 +savings+small time deposits) 10403.6 10458.6 -55.0 6.7% 7.8% 7.1 Yo 

Source: United Stutes Fedeml Reserve Bunk 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(1/30/13) (1 0/3 1/12) (2/01/12) 

3Months Year 
4 0  Recent Ago 

(1/30/13) (10/31/12) (2/01/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.86 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Cold) 2.12 
Prime Rate 
30-day CP (Al /Pl)  
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
%month 
6-month 
1 -year 
5-year 
1 0-year 
10-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 
0.22 0.24 
0.30 0.31 

0.10 0.1 2 
0.13 0.1 6 
0.70 0.81 

0.06 0.09 
0.1 1 0.15 
0.13 0.1 8 
0.86 0.73 
1.97 1.71 

-0.68 -0.81 
3.1 b 2.89 
3.43 3.08 

3.25 
0.32 
0.54 

0.22 
0.34 
1.16 

0.06 
0.09 
0.12 
0.72 
1.83 

2.99 
3.21 

-0.43 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00% 

2.0 0% 

1 .OO% 

0.00% 
3 6 1  
Mus. Yeus 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (10-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Revenue Bonds (Rem) (25/3&Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Source: Bloomberg Finunce L.P 

Federal Reserve Data 

1.91 
2.1 6 

3.22 
4.1 2 
4.10 
4.45 

2.00 
1.71 
0.77 
2.11 

5.40 
5.89 
5.50 

3.54 
4.24 

0.21 
0.79 
0.81 
1.80 
1.95 
2.87 
3.11 
4.81 

4.21 
4.32 
4.62 
4.42 
4.38 

1.42 
1.76 
1.42 
2.27 

2.96 
3.77 
3.83 
4.20 

1.79 
1.46 
0.78 
1.85 

5.1 0 
6.06 
5.50 

3.68 
4.33 

0.22 
0.84 
0.73 
1.71 
1.95 
3.02 
3.29 
4.80 

4.24 
4.33 
4.70 
4.43 
4.27 

1.20 
1.91 
1.91 
2.37 

3.99 
4.26 
4.07 
4.55 

1.90 
1.85 
0.96 
2.05 

5.90 
6.05 
5.50 

3.68 
4.71 

0.1 8 
1.03 
0.79 
1.91 
1.90 
2.88 
3.53 
4.92 

4.41 
4.47 
4.83 
4.62 
4.45 

Excess Reserves 
Borrowed Reserves 
Net F reeIBorrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels 
1 /23/13 1 /9/13 Change 
1521 885 1463479 58406 

1521 320 1462889 58431 
565 590 -25 

Average levels Over the l a  st... 
12 Wks. 26 Wks. 52 Wks. 
1455907 1452826 1472694 

903 1819 41 98 
1455004 1451 008 1468495 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the last ... 
1/14/13 1/7/13 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2442.9 2434.9 8.0 9.0% 13.9% 12.0% 
M2 (M1 +savings+small t ime deposits) 10458.5 10485.1 -26.6 9.6% 9.2% 7.8% 

Source: United States Fedeml Reserve Bunk 

0 2013, Value Line Pudisnmg LLC. W r gnls reserved. FactJal matenal ,s Mrained Imn m r c s  oeheveo 10 be reliaMe and is provloed wthcxt warranties 01 any 
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F E B R U A R Y  1 ,  2 0 1 3  V A L U E  L I N E  S E L E C T I O N  & O P I N I O N  P A G E  1 1 4 1  

Selected Yields 

3 M o n t h s  Year 

Recent Ago Ago 
(1/23/13) (10/24/12) (1/25/12) 

3 Months Year 

Recent Ago *go 
(1/23/13) (10/24/12) (1/25/12) 

TAXABLE 
Market  Rates 

Discount Rate 0.75 
Federal Funds 0.00-0.25 
Prime Rate 3.25 
30-day CP (Al/Pl) 0.23 
3-month LIBOR 0.30 
Bank CDs 
6-month 0.1 0 
1 -year 0.1 3 
5-year 0.70 
US. Treasury Securities 

3-month 0.07 
6-month 0.1 0 
1 -year 0.1 3 
5-year 0.74 
1 0-year 1.81 
10-year (inflation-protected) -0.75 
30-year 3.01 
30-year Zero 3.26 

0.75 
0.00-0.25 

3.25 
0.23 
0.31 

0.1 2 
0.1 6 
0.81 

0.1 1 
0.16 
0.1 8 
0.83 
1.85 

-0.69 
3.00 
3.1 7 

0.75 
0.00-0.25 

3.25 
0.32 
0.56 

0.22 
0.34 
1.15 

0.04 
0.06 
0.1 0 
0.79 
2.00 

-0.25 
3.15 
3.35 

Mortgage-Backed Securities 
GNMA 5.5% 
FHLMC 5.5% (Gold) 
FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 

Mus. Years 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25/30-year A 
Reverme Bonds (Revs) (25/3O-Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa I 

Source: Bloomberg Finunce L. P 

Federal Reserve Data 

1.80 
2.06 
1.76 
2.16 

3.07 
3.97 
3.94 
4.32 

1.88 
1.54 
0.74 
1.99 

5.40 
5.88 
5.50 

3.53 
4.22 

0.17 
0.75 
0.78 
1.73 
1.88 
2.82 
3.09 
4.77 

4.22 
4.32 
4.62 
4.41 
4.35 

1.40 
1.85 
1.48 
2.22 

3.07 
3.81 
3.85 
4.23 

1.85 
1.56 
0.78 
1.85 

5.10 
6.06 
5.50 

3.68 
4.33 

0.20 
0.86 
0.73 
1.70 
1.95 
3.04 
3.30 
4.81 

4.24 
4.32 
4.69 
4.43 
4.26 

Excess Reserves 
Borrowed Reserves 
Net  FreeIBorrowed Reserves 

1.22 
2.1 1 
2.01 
2.35 

4.15 
4.42 
4.47 
5.14 

2.04 
1.95 
1.01 
2.1 6 

5.39 
6.09 
5.50 

3.60 
4.77 

0.18 
1.13 
0.87 
2.01 
2.00 
2.98 
3.59 
5.02 

4.43 
4.50 
4.93 
4.64 
4.48 

BANK RESERVES 
(Two-Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels Average levels Over the last ... 
1/9/13 12/26/12 Change 12 Wks. 26 Wks. 52 Wks. 

1463479 1452679 10800 1441882 1448267 1472764 
590 740 -1 50 1041 2108 4510 

1462889 1451939 10950 1440842 14461 59 1468254 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent levels Ann’l Growth Rates Over the Last ... 
1 /7/13 12/31 /12 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2435.0 2439.9 -5.0 10.4% 14.5% 12.2% 
M2 (M1 +savings+small t ime deposits) 10484.9 10476.1 8.8 11.39/0 10.6% 8.1 Yo 

Source: United Slates Fedeml Reserve Bank 

reSd0. sloreo of transmined in any pnnted, eleclron~c or other lorm. or xed tor generallng or maraeling any pnnted or eleclronic publlcahon. servce or produn. 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(1/16/13) (10/17/12) (1/18/12) 

3 Months Year 
Ago Recent Ago 

(1/16/13) (10/17/12) (1/18/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.77 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 1.98 
Prime Rate 
30-day CP (Al/Pl) 
3-month LiBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
10-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 3.25 
0.23 0.25 0.32 
0.30 0.32 0.56 

0.10 0.1 2 0.22 
0.1 3 0.1 6 0.34 
0.70 0.86 1.16 

0.07 
0.10 
0.14 
0.76 
1 .85 

-0.73 
3.05 
3.25 

0.1 0 
0.1 6 
0.1 9 
0.77 
1.81 

-0.67 
2.98 
3.23 

0.02 
0.06 
0.10 
0.80 
1.90 

-0.21 
2.96 
3.14 

Treasury Security Yield Curve 
6.00% 

5.00% 

4.00% 

3.00% 

2.00% 

1 .OO% 

0.00% 
3 6  
Mus. Years 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (1 0-year) A 
industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) BadBBB 
Foreign Bonds (1 0-Year) 
Canada 
Germany 
Japan 
United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

TAX-EXEMPT 
Bond Buyer Indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (COS) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25/30-year Aaa 
25130-year A 
Revenue Bonds (Rem) (25/3@Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Source: Bloomberg Finunce L.P 

Federal Reserve Data 

1.75 
2.23 

3.05 
3.96 
3.96 
4.31 

1 3 9  
1.57 
0.76 
2.00 

5.48 
5.91 
5.49 

3.60 
4.26 

0.1 9 
0.75 
0.80 
1.76 
1.89 
2.84 
3.11 
4.79 

4.22 
4.32 
4.63 
4.43 
4.35 

1.05 
1.89 
1.54 
2.22 

3.10 
3.88 
3.94 
4.27 

1 3 1  
1.63 
0.77 
1.92 

5.09 
6.05 
5.49 

3.64 
4.32 

0.20 
0.84 
0.68 
1.67 
1 .a9 
3.01 
3.28 
4.79 

4.23 
4.31 
4.68 
4.41 
4.23 

1.07 
1.94 
1.72 
2.35 

4.00 
4.25 
4.33 
4.94 

1.96 
1.79 
0.97 
1.96 

4.95 
6.18 
5.49 

3.62 
4.74 

0.1 7 
1.02 
0.85 
1.93 
1.93 
2.91 
3.56 
4.96 

4.40 
4.54 
5.01 
4.61 
4.48 

Excess Reserves 
Borrowed Reserves 
Net FreeIBorrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent levels 
1/9/13 12/26/12 Change 

1463477 1452681 10796 
590 740 -1 50 

1462887 1451941 10946 

Average levels Over the last ... 
12 Wks. 26 Wks. 52 Wks. 
1441882 1448267 1472764 

1041 2108 451 0 
1440842 14461 59 1468254 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Arljusted) 

Recent Levels Ann'l Growth Rates Over the last ... 
12/31/12 12/24/12 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2453.2 2459.6 -6.4 14.0% 18.3% 13.0% 
M2 (M1 +savings+small time deposits) 10505.5 10430.6 74.9 12.8% 10.9% 8.2% 

Source United States Federal Reserve Bank 

resold slored or IransrnJnea In any pnnted electronic or orher lorm or used for generaling or markei ng any primed 01 elecironic pLblcation servce or prodccr 
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Selected Yields 

3Months Year 
Recent Ago Ago 

(1/09/13) (10/10/12) (l/ll/lZ) 

3Months Year 
Ago Recent Ago 

(1/09/13) (10/10/12) (1/11/12) 

TAXABLE 
Market Rates Mortgage-Backed Securities 
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.78 
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.16 
Prime Rate 
30-day CP (Al /Pl)  
3-month LIBOR 
Bank CDs 
6-month 
1 -year 
5-year 
U.S. Treasury Securities 
3-month 
6-month 
1 -year 
5-year 
1 0-year 
1 0-year (inflation-protected) 
30-year 
30-year Zero 

3.25 3.25 3.25 
0.23 0.26 0.25 
0.31 0.34 0.58 

0.1 0 0.1 3 0.22 
0.1 3 0.1 6 0.34 
0.70 0.86 1.17 

0.05 0.09 0.02 
0.09 0.1 5 0.05 
0.1 3 0.1 7 0.10 
0.79 0.66 0.82 
1.90 1.70 1.90 

-0.71 -0.83 -0.16 
3.10 2.90 2.96 
3.30 3.11 3.15 

Treasury Security Yield Curve 

I 
6.00% 

5.00% 

4.00% 

3.00% 

2.0 0% 

1 .OO% 

0.00% A e  
3 6 1  
Mus. Yews 

3 5  10 

FNMA 5.5% 
FNMA ARM 
Corporate Bonds 
Financial (10-year) A 
Industrial (25/30-year) A 
Utility (25/30-year) A 
Utility (25/30-year) Baa/BBB 
Foreign Bonds (10-Year) 
Canada 
Germany 

United Kingdom 
Preferred Stocks 
Utility A 
Financial BBB 
Financial Adjustable A 

Japan 

TAX-EXEMPT 
Bond Buyer indexes 
20-Bond Index (COS) 
25-Bond Index (Revs) 
General Obligation Bonds (GOs) 
1 -year Aaa 
1 -year A 
5-year Aaa 
5-year A 
1 0-year Aaa 
1 0-year A 
25130-year Aaa 
25/30-year A 
Revenw Bonds (Revs) (25/3O-Year) 
Education AA 
Electric AA 
Housing AA 
Hospital AA 
Toll Road Aaa 

Soume: Bloomberg Finance L.P 

Federal Reserve Data 

1.87 
2.1 6 

3.11 
3.99 
4.00 
4.36 

1.91 
1.48 
0.83 
2.02 

5.50 
6.1 3 
5.48 

3.68 
4.30 

0.21 
0.80 
0.87 
1.83 
1.96 
2.90 
3.1 5 
4.85 

4.25 
4.35 
4.66 
4.50 
4.39 

0.78 
1.84 
1.52 
2.22 

3.03 
3.80 
3.84 
4.1 5 

1.79 
1.49 
0.77 
1.77 

5.09 
6.04 
5.49 

3.61 
4.28 

0.20 
0.83 
0.67 
1.66 
1.87 
2.99 
3.29 
4.79 

4.23 
4.31 
4.68 
4.41 
4.23 

0.91 
1.91 
1.74 
2.35 

4.1 2 
4.22 
4.1 7 
4.90 

1.94 
1.81 
0.97 
2.01 

4.94 
6.27 
5.49 

3.83 
4.93 

0.1 7 
1 .oo 
0.89 
1.98 
1.99 
3.03 
3.70 
5.1 2 

4.49 
4.63 
5.1 0 
4.72 
4.53 

Excess Reserves 
Borrowed Reserves 
Net FreetBorrowed Reserves 

BANK RESERVES 
(Two- Week Period; in Millions, Not Seasonally Adjusted) 

Recent Levels Average Levels Over the Last ... 
1212611 2 1211 2/12 Change 12Wks. 26Wks. 52Wks. 
1452680 1463862 -11182 1428705 1445624 1473060 

740 947 -207 1194 2432 4834 
1451940 1462915 -10975 1427511 1443193 1468226 

MONEY SUPPLY 
(One- Week Period; in Billions, Seasonally Adjusted) 

Recent Levels Ann’l Growth Rates Over the Last ... 
1212411 2 1211 7/12 Change 3 Mos. 6 Mos. 12 Mos. 

M1 (Currency+demand deposits) 2459.6 2435.5 24.1 1 2 .O% 19.4% 13.5% 
M2 (M1 +savings+small time deposits) 10431.5 10393.0 38.5 12.8% 10.3% 8.5% 

Source United States Fedeml Reserve Bunk 
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Fed Not Ready to Tighten Policy-Yet 
3 )  JON HILSENRATH and VICTORIA MCGRANE 

The Federal Reserve is developing a strategy to gradually 
wind down an $85 billion monthly bond-buying 
program, a centerpiece of its easy-money policies, 
though it won't execute the plan until the economy gets 
onto more solid footing. 

Fed Chairman Ben Bernanke, in a news conference 
Wednesday following a two-day policy meeting, said the 

The Fed leave interest rates unchanged amid 
slow but positive economic growth. Jan Hilsenrath 
reports from the Fed. Photo: Getty Images. 

central bank would vary the amount of its monthly bond 
purchases depending on how the economy is 
performing. This means it could slowly dial them down 

from the current pace as it becomes more convinced that the job market is improving. 

More on the Fed 
Heard on the Street: Fed May Face Coiled 
Spring 

Live Blog: Bernanke Press Conference 

Parsing the Fed Statement 

Statement Following Fed's March Meeting 

Five Takeaways From Fed Decision 

A" 

Fed Chairman Ben Bernanke speaks during a 
news conference in Washington on Wednesday. 

When the Fed launched the bond-buying program in 
September, it said it would continue until it saw 
substantial progress in labor markets. While the jobless 
rate has dropped to 7.7% in February from 8.1% in 
August, Mr. Bernanke described the improvement to 
date as "partial" and "modest," and made clear he wants 
to see more improvement before he changes his stance. 

The program, known to some as quantitative easing, is 
aimed at driving down long-term interest rates to 
encourage more borrowing, spending, investing and 
economic growth. 

In addition to leaving the bond-buying program in place 
to bring down long-term interest rates, the Fed said it 
would keep short-term interest rates pinned near zero 
until the jobless rate drops to 6.5%, as long as inflation is 
stable. 

Many investors believe the Fed's programs are helping to 
drive stock prices higher and have been closely attuned 
to any sign of change in the Fed's bond-buying policy, 

http://online.wsJ.com/article/SB10001424127887323419104578372552226749798.html 312 1 /2013 
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alert to hints that the Fed's easy-money policies might be 
ending. The Dow Jones Industrial Average finished the 
day up 55.91 points, or 0.4%, at 14511.73. 

The Fed confronts a mixed economic outlook. Growth 
has picked up after what the Fed described as a "pause" 
late last year. Housing, consumer spending and business 
investment are advancing, and the Fed acknowledged 
improving labor markets. But officials are worried about 
the cumulative impact of tax increases and federal 

James Keenan of BlackRock analyze Federal 
Reserve Chairman Ben Bernanke's news 
conference. Photo: AP. 

government spending cuts. 

a 

7 

Continue 

Term Limits 
rn 
Strength 

Growth for Future 

Mr. Bernanke noted that the job market 
has shown signs of strong gains before, 
only to falter. "I think an important 
criterion would be not just the 
improvement that we've seen, but is it 
going to be sustained for a number of 
months?" he said. 

Video: Bernanke: Bond Buying to 

Video: Bernanke: No 'Strong View' on 

Video: Bernanke on Banks' Stress-Test 

Video: Fed Officials Slightly Downgrade 

2 
New economic projections released by 

L ~ I the central bank reflected the Fed's 
2012 '13 mfz vt3 caution at the moment. Fed officials Am. A@ Jufw %pt $3~. Nlr l~h Jan Awl JUIW Scpt  DCL k k h  

downgraded their forecasts for 
economic growth this year and next 
from their projections in December, 
though they also predicted that 

Dates forecasts were made 
%we. I W a l  &fiww T% WJII 5Wet laurnsl 

More Video unemployment would move a bit lower than previously 
expected. The economy this year will grow between 2.3% 

and 2.8%, Fed officials projected, and the unemployment rate will fall slightly to between 7.3% and 
7.5%. 

The Fed's policy statement included a subtle hint of its evolving plan to taper off its purchases by 
noting that it would assess the "extent of progress" the economy is making as it decided the size and 
pace of its bond buying. The program includes $40 billion per month of long-term Treasury 
purchases and $45 billion per month of mortgage-backed securities purchases. 

Rather than let the program come to an abrupt stop, Mr. Bernanke said, "we think it makes more 
sense to have our policy variable, which is the rate of flow of purchases, respond in a more 
continuous or sensitive way to changes in the outlook." 

The Fed chairman noted the approach could work in the other direction as well-if the economy 
falters, the Fed could dial up the rate of purchases. 
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"I think tapering is still a ways away," said Julia Coronado, chief economist for North America at 
BNP Paribas, referring to the possibility of the Fed gradually reducing the size of its bond 
purchases. "That would be if we get through the fiscal tightening and not only weather the fiscal 
tightening but actually see growth pick up through the next quarter or two." 

Economists surveyed by the Wall Street Journal earlier this month, on average, said they expected 
the Fed to begin tapering off the bond buying in November and to complete it by May 2014. 

One factor looming over the Fed's decisions in the months ahead is Mr. Bernanke's own future. His 
term as chairman ends in January 2014. When asked at the news conference, he said he had spoken 
with President Barack Obama "a bit" about his plans. But Mr. Bernanke didn't say whether he 
wanted a third term. Many of his friends and associates believe he will want to leave after his 
current term expires. 

Though he declined to talk about his future, he dismissed the idea that he is needed around the Fed 
for his expertise on the unconventional policies that he has engineered. 

"I don't think that I'm the only person in the world who can manage the exit," he said when asked. 
Mr. Bernanke noted that he has tried to make the Fed less centered around the chairman. "There's 
no single person who is essential" at the central bank, he said. 

Write to Jon Hilsenrath at jon.hilsenrath@ws_i.com and Victoria McGrane at 
victoria.mcgrane@wsi .com 

Copyright 2012 Dow Jones &Company, Inc All Rights Reserved 
This copy is for your personal, non-commercial use only Dlstrlbution and use of this material are governed by our Subscriber Agreement and by 

copyright law For non-personal use or to order multiple copies, please contact Dow Jones Reprints at 1-800-843-0008 or vlsit 
www djreprlnts corn 
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EXECUTIVE SUMMARY 

The Residential Utility Consumer Office (“RUCO”) now provides 
surrebuttal testimony in response to Far West Water & Sewer, Inc., Sewer 
Division (“Far West” or “Company”) rebuttal testimony that was filed with 
the Arizona Corporation Commission (“ACC” or “Staff) on March 11, 
2013. I will address the Company’s rebuttal positions to the intervening 
parties’ direct testimonies as it pertains to Far West’s operating income 
and revenue requirement. RUCO consultants Thomas H. Fish, Ph.D and 
Royce A. Duffet P.E., of Ariadair Economics Group will provide separate 
testimony regarding the Company’s rate base with the exception of 
working capital. I will address Far West’s working capital as proposed in 
its rebuttal filing. RUCO Chief of Accounting and Rates, William Rigsby, 
will provide separate testimony on RUCO’s recommended cost of capital. 

The following table presents the rate base for Far West’s Sewer Division 
as initially proposed in the Company’s Application, its rebuttal position, 
and RUCO’s direct and surrebuttal recommendations. 

Rate Base 

Company Company RUCO RUCO 
Direct Rebuttal Direct Su rre butta I 

Application Filing Recommendation Recommendation 
$22,800,578 $20,556,601 $1 6,399,350 $1 6,679,237 

The primary difference between the Company’s direct and rebuttal rate 
base filings is Far West’s acceptance and partial acceptances of Staffs 
recommended utility plant in service adjustments, which is highlighted in 
the Company’s rebuttal filing. 

The next table presents the operating income for Far West’s Sewer 
Division as initially proposed in the Company’s Application, its rebuttal 
position, and RUCO’s direct and surrebuttal recommendations. 

Adjusted Test Year Operating Income 

Company Company RUCO RUCO 
Direct Rebuttal Direct Su rre butta I 

Ap p I ica t io n Filinq Recommendation Recommendation 
($1,187,812) ($573,672) ($404,164) ($405,272) 

The primary difference between the Company’s direct and rebuttal 
adjusted test year operating income is Far West’s utilization of the 
statutory federal income tax rate in its rebuttal filing as utilized by RUCO in 
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both of its filings. There are small differences in RUCO’s direct and 
surrebuttal recommendations for its recommended adjusted test year 
operating income in both filings. 

The final two tables below presents the required increase in dollars and 
percentages of gross revenues by the parties for Far West as initially 
proposed in the Company’s Application, its rebuttal position, and RUCO’s 
direct and surrebuttal recommendations. 

Required Dollar Increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Su rre butta I 

Application Filing Recommendation Recommendation 
$3,866,046 $3,514,335 $2,658,963 $2,695,215 

Required Percentage Increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Recommendation Recommendation 
173.52% 157.74% I 19.34% 120.84% 

The resulting differences in the required increase in revenues between Far 
West and RUCO were noted earlier in the rate base and adjusted test 
year operating income sections. One other difference is due to a slightly 
higher required rate of return requested by the Company in its rebuttal 
filing. 

The Company sought a 7.409 percent rate of return on its $22,800,578 
Sewer Division’s fair value rate base in its original rate Application and is 
seeking a 7.50 percent rate of return on its $20,556,601 rebuttal fair value 
rate base. RUCO recommends a 7.30 percent rate of return on a 
$16,729,237 fair value rate base. 

RUCO’s adjusted Test Year rate base and operating income 
recommendations for Far West reflect four net rate base adjustments 
totaling ($6,121,341) and eight net operating income adjustments totaling 
($779,406). 

RUCO will file separate rate design testimony on April 3, 2013. 
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NTRODUCTION 

3. 

4. 

2. 

4. 

3. 

4. 

Q. 

4. 

Please state your name for the record. 

My name is Timothy J. Coley. 

Have you previously filed testimony regarding this docket? 

Yes, I have. I filed direct testimony in this docket on February 8, 2013. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal proposals 

and comments pertaining to the adjustments I recommended in my direct 

testimony. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended operating 

income adjustments and revenue requirement for Far West Water & 

Sewer, Inc., Sewer Division (hereafter referred to as “Far West“ or the 

“Company”). RUCO’s consultants, Thomas H. Fish, Ph.D and Royce A. 

Duffet P.E., of Ariadair Economics Group provide separate testimonies on 

Far West’s rate base with the exception of the working capital allownace, 

which I will address. 
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2. 

4. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is comprised of four parts: the introduction that 

I’ve just presented; RUCO’s rate base adjustments; RUCO’s operating 

income adjustments; and revenue requirement. 

3. Please identify the schedules that you are sponsoring in RUCO’s 

surrebuttal testimony. 

I am sponsoring rate base and operating income schedules for Far West 

numbered TJC-1 through TJC-19. 

4. 

SURREBUTTAL RATE BASE ADJUSTMENTS 

Q. What are RUCO’s surrebuttal rate base adjustments and briefly 

identify each one? 

RUCO did not make any additional rate base adjustments in surrebuttal 

testimony other than the four adjustments that were fully addressed in my 

direct testimony and the testimonies of Dr. Fish and Mr. Duffet of Ariadair 

Economics Group with RUCO’s reason(s) why each is recommended to 

the Commission. If RUCO recommends an adjustment here in surrebuttal 

testimony that was either not recommended or is materially different than 

what was recommended in direct testimony a full description of the 

adjustment will be noted here in surrebuttal testimony. RUCO’s rate base 

4. 
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adjustments consist of the following recommendations and are briefly 

identified below: 

l(a). Excess Capacity of Used and Useful Utility Plant in 
Service; 

1 (b). Excess Capacity Accumulated Depreciation; 
1 (c). Excess Capacity AlAC and net CIAC; 
2. Intentionally Left Blank; 
3. Intentionally Left Blank; and 
4. Working Capital Allowance. 

Dr. Fish and Mr. Duffet will address adjustments l(a) through l(c) in their 

testimony. I will present RUCO’s working capital allowance adjustment 4. 

Rate Base Adiustment l(a) - Excess Capacity of Used and Useful Utilitv 

Plant in Service 

Q. 

A. 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment l(a) - Excess Capacity of Utility Plant in Service (“UPIS”) 

identified above? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s excess capacity 

adjustment for used and useful plant in service for Far West’s current 

ratepayers. 
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Q. 

A. 

Q. 

A. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to disallow plant that is not used, useful, and necessary 

for Far West’s current ratepayers? 

RUCO recommends the Commission disallow $1 0,936,720 from the 

Company’s requested plant in service balance to be included in rate base. 

This adjustment is shown on RUCO’s Surrebuttal Schedules TJC-2, TJC- 

3, with the details reflected on TJC-4(a). 

Would you like to address any other issues raised by the Company’s 

rate consultant, Mr. Ray Jones, pertaining to this adjustment? 

Yes. Since I was the individual for RUCO that was responsible for 

creating all the revenue requirement schedules, which incorporated Dr. 

Fish and Mr. Duffet’s used and useful UPlS recommendations, I am the 

appropriate person to address Mr. Jones’ rebuttal claims that RUCO’s 

adjustment 4(a) somehow “double dips.” On page 17 of his rebuttal 

testimony, Mr. Jones claims that RUCO’s adjustment l(a) double counts 

“the Company’s Rate Base Adjustment RB-1.7.” That is simply a 

misperception by Mr. Jones that is not true. This matter can be easily 

clarified by viewing RUCO Exhibit 1, which is an expanded version of 

RUCO Direct Schedule TJC-4(a) as filed. The schedule filed with the 

Commission contained additional columns. RUCO Exhibit 1 shows all the 

columns that were both filed and hidden for illustrative purposes. On 

Exhibit 1 in column [GI, the amount that Mr. Jones refers to above in 
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Company adjustment RB-1.7 is included and thus deducted in the next 

column labeled [HI. The total amount shown in column [HI, $37,751,132, 

is the same amount requested by the Company to be included in rate 

base (See Far West Direct Rate Application Schedule B-I on page 1 at 

line 2). Therefore, there is no double count because RUCO recommends 

a 30.1 percent disallowance of $1 0,936,720 to depreciable plant in service 

which already includes the Company’s downward adjustment RB-1.7. 

Therefore, there is no double count as erroneously asserted by Mr. Jones. 

Q. 

A. 

... 

Rate Base Adiustment 1 (b) - Accumulated Depreciation Related to 

Excess Capacity of Used and Useful Utilitv Plant in Service 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment 1 (b) - Accumulated Depreciation Related to Excess 

Capacity of Used and Useful Utility Plant in Service (“UPIS”) 

identified earlier? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s recommended level of 

accumulated depreciation related to their excess capacity adjustment for 

used and useful plant in service for Far West’s current ratepayers. 

5 
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3. 

4. 

Q. 

9. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to remove accumulated depreciation previously calculated 

on plant that is not used, useful, and necessary for Far West’s 

current ratepayers? 

RUCO recommends the Commission remove $1,488,666 from the 

Company’s accumulated depreciation balance that is included in its direct 

Application. This adjustment is shown on RUCO’s Surrebuttal Schedules 

TJC-2, TJC-3, with the details reflected on TJC-4(b). 

Rate Base Adiustment l(c) - Advances in Aid of Construction (AIAC) and 

Contributions in Aid of Construction (CIAC) Related to Excess Capacity of 

Used and Useful Utility Plant in Service 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment l (c)  - Advances in Aid of Construction (AIAC) and 

Contributions in Aid of Construction (CIAC) Related to Excess 

Capacity of Used and Useful Utility Plant in Service (“UPIS”) 

identified earlier? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s AIAC and CIAC related to 

excess capacity adjustment for used and useful plant in service for Far 

West‘s current ratepayers. 
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1. 

4. 

Q. 

A. 

Q. 

A. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to remove the AlAC and ClAC related to excess capacity 

that is not used, useful, and necessary for Far West’s current 

rate pa ye rs? 

RUCO recommends the Commission remove $3,255,306 of AlAC and 

$246,047 of net CIAC from the Company’s respective AlAC and Net ClAC 

balances that were included in its direct Application. This adjustment is 

shown on RUCO’s Surrebuttal Schedules TJC-2, TJC-3, with the details 

reflected on TJC-4(c). 

Rate Base Adjustment 2 - Intentionally Left Blank 

Rate Base Adiustment 3 - Intentionally Left Blank 

Rate Base Adjustment 4 - Workinq Capital Allowance 

Does RUCO adopt the Company’s cash working capital calculation 

for an allowance to its cash working capital allowance request? 

Yes. 

Are there any other issues regarding the Company’s adjustment to 

working capital that RUCO would want to address? 

Yes, there is a minor issue that is incorporated into the Company’s 

rebuttal Schedule B-5 on page 1. The Company shows a working capital 
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allowance on line 13 as filed being $1,653,928. That amount is $1 0 less 

than what was reflected in the original rate application of $1,653,938. 

SURREBUTTAL OPERATING INCOME ADJUSTMENTS 

3. 

4. 

What are RUCO’s surrebuttal operating income adjustments and 

briefly identify each one? 

RUCO had eight direct testimony operating income adjustments, of which 

two were eliminated in surrebuttal testimony. RUCO added two new 

surrebuttal adjustments for a total of eight adjustments with slight 

modifications made to some adjustments that were included in direct 

testimony. If RUCO recommends an adjustment here in surrebuttal 

testimony that was either not recommended or is materially different than 

what was recommended in direct testimony a full description of the 

adjustment will be noted here in surrebuttal testimony. RUCO’s operating 

income adjustments consist of the following recommendations and are 

briefly identified below: 

1. Depreciation Expense; 
2. Property Tax Expense; 
3. Repairs and Maintenance Expense; 
4. Salaries and Wages Expense; 
5. Salaries and Wages Expense; 
6. Merit Pay Expense; 
7. Bad Debt Expense; 
8. Imputed Revenue; 
9. Legal Expense; and 
IO. Income Taxes. 
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3perating Income Adiustment 1 - Depreciation Expense 

3. 

9. 

Q. 

4. 

Is RUCO recommending a depreciation expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is identical to 

its direct testimony adjustment that reduces the expense by $451,872. 

This adjustment is fully explained in RUCO’s direct testimony. This 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-9. 

Operating Income Adiustment 2 - Property Tax Expense 

Is RUCO recommending a property tax expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is similar to its 

direct testimony adjustment that increases the expense by $130. This 

adjustment is fully explained in RUCO’s direct testimony. The adjustment 

is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, with the details 

reflected on TJC-IO. 
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Q. 

A. 

Q. 

A. 

Operating Income Adiustment 3 - Repairs and Maintenance Expense 

Is RUCO recommending a repairs and maintenance expense 

adjustment that is similar to its direct testimony adjustment? 

No. RUCO eliminated its repairs and maintenance normalization expense 

adjustment based on the Company’s rebuttal testimony. This adjustment 

is now intentionally left blank. 

Operating Income Adiustment 4 - Salaries and Waqes Expense 

Is RUCO recommending a property tax expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is similar to its 

direct testimony adjustment that decreases the expense by $60,247, 

which is slightly greater than its direct testimony adjustment. The 

Company adopted Staffs recommendation that was $5,447 higher than 

RUCO’s original adjustment. However, RUCO contends that an 

accompanying adjustment to payroll tax expense is also necessary to 

reduce that expense by $4,609 to fully capture the impact of the salaries 

and wages expense adjustment. This adjustment is fully explained in 

RUCO’s direct testimony. The adjustment is shown on RUCO’s 

Surrebuttal Schedules TJC-7, TJC-8, with the details reflected on TJC-12. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Operating Income Adjustment 5 - Salaries and Wages Expense 

Did the Company adopt RUCO adjustment 5 that reconciles the 

general ledger and payroll ledger for salaries and wages expense? 

Yes. The adjustment reduces the salaries and wages expense by $1,362. 

This adjustment is fully explained in RUCO’s direct testimony. The 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-13. 

Operatinq Income Adjustment 6 - Merit Pay Expense 

Is RUCO recommending a merit pay expense adjustment that is 

similar to its direct testimony adjustment? 

No. RUCO eliminated its merit pay expense adjustment based on the 

Company’s rebuttal testimony. This adjustment is now intentionally left 

blank. 

Operating Income Adiustment 7 - Bad Debt Expense 

Is RUCO recommending a bad debt expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is identical to 

its direct testimony adjustment that reduces the expense by $20,450. This 

adjustment is fully explained in RUCO’s direct testimony. The adjustment 

is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, with the details 

reflected on TJC-15. 
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2. 

i. 

2. 

4. 

Q. 

4. 

Did the Company adopt RUCO’s bad debt expense adjustment of 

$20,450? 

Yes. 

Operating Income Adiustment 8 - Imputed Revenue 

Is RUCO recommending a surrebuttal adjustment that imputes 

revenue from a recreational vehicle park that the Company had failed 

to bill properly? 

Yes. In a data response to an intervener, the Company admitted that it 

had failed to bill 47 recreational park lots for monthly revenues. This 

adjustment captures those lost revenues in the amount of $3,133. The 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-16. 

Operating Income Adiustment 9 - Legal Expense 

Is RUCO adopting an adjustment that Far West adopted of Staffs 

concerning some legal expenses that should be considered as non- 

recurring on a going forward basis when the new rates are in affect? 

Yes. This adjustment reduces legal expense by $32,975 for non-recurring 

expenses in the future. The adjustment is shown on RUCO’s Surrebuttal 

Schedules TJC-7, TJC-8, with the details reflected on TJC-17. 

Operating Income Adjustment 10 - lntentionallv Left Blank 
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7. 

4. 

2. 

4. 

Operating Income Adiustment 11 - Income Tax Expense 

What adjustment is necessary to income tax expense based on 

RUCO’s taxable operating income less income taxes? 

RUCO’s recommended level of operating income less income taxes 

results in a decrease to income taxes in the amount of $208,021. The 

adjustment is shown on RUCO Surrebuttal Schedules TJC-7, TJC-8, with 

the details reflected on TJC-18 and TJC-1 on page 2 of 2. 

Does RUCO’s recommended income tax expense adjustment take 

into effect the impact of the deduction for synchronized interest 

deduction when calculating the proper income taxes? 

Yes. 

REVENUE REQUIREMENTS 

Q. 

A. 

Please summarize the results of RUCO’s analysis of the Company’s 

filing and state RUCO’s recommended revenue requirements for Far 

West Sewer Division. 

As can be seen on my Surrebuttal Schedule TJC-1, a comparison 

between the Company’s and RUCO’s recommended revenue increases is 

presented in both dollar and percentage increases on the following page: 
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Required Dollar increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Recommendation Recommendation 
$3,866,046 $3,5 14,335 $2,658,963 $2,695,215 

Required Percentage increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Filing Recommendation Recommendation 
173.52% 157.74% 119.34% 120.80% 

Q. 

A. 

Does this conclude your surrebuttal testimony on Far West Sewer 

Division? 

Yes, it does, with the exception of my surrebuttal testimony on rate design, 

which will be filed on April 3, 2013. 
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TABLE OF CONTENTS TO TJC SCHEDULES 

Wastewater Division 
Surrebuttal Schedules 

SCH. PAGE 
NO. NO. TITLE -- 

TJC-I 

TJC-2 

TJC-3 

TJC-4(a) 

TJC-4(b) 

TJC-4(c) 

TJC-5 

TJC-6 

TJC-7 

TJC-8 

TJC-9 

TJC-10 

TJC-11 

TJC-12 

TJC-13 

TJC-14 

TJC-15 

TJC-16 

TJC-17 

TJC-18 

TJC-19 

I & 2  

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION COMPONENT FACTOR 

RATE BASE 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

RATE BASE ADJUSTMENT NO. I(a) - RUCO RECOMMENDED EXCESS PLANT CAPACITY ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 1 (b) - RUCO RECOMMENDED EXCESS CAPACITY ACCUMULATED DEPRECIATION ADJUSTMENT 

RATE BASE ADJUSTMENT NO. i(c) - RUCO RECOMMENDED EXCESS CAPACITY AlAC & ClAC ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 2 

RATE BASE ADJUSTMENT NO. 3 

RATE BASE ADJUSTMENT NO. 4 

OPERATING INCOME SUMMARY 

SUMMARY OF OPERATING INCOME ADJUSTMENTS 

- INTENTIONALLY LEFT BLANK 

- INTENTIONALLY LEFT BLANK 

- INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 1 ~ DEPRECIATION EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 2 . PROPERTY TAX EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 3 ~ INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 4 . SALARIES 8 WAGE EXPENSE - OFFICERS & DIRECTORS ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 5 . SALARIES &WAGE EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 6 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 7 ~ BAD DEBT EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 8 ~ IMPUTED REVENUE 

OPERATING INCOME ADJUSTMENT NO. 9 - LEGAL EXPENSE 

OPERATING INCOME ADJUSTMENT NO. 10 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 11 - INCOME TAX EXPENSE ADJUSTMENT 

COST OF CAPITAL - WAR TESTIMONY 
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[AI 
COMPANY 

LINE OCRBlFVRB 
NO. DESCRIPTION COST 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Original CosVFair Value Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 I L l )  

Required Operating Income (L5 X L1) 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor (TJC-1, Page 2) 

Required Increase in Gross Revenue Requirement (L7 X L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Percentage Increase in Revenue (L8 I L9) 

Rate of Return on Common Equity 

$ 22,800,578 

$ (1,187,812) 

-5.21 Yo 

$ 1,689,390 

7.409% 

$ 2,877,202 

1.3437 

1 $ 3,866,046 1 
$ 2,227,982 

$ 6,094,028 

173.52% 

10.00% 

Wastewater Division 
Surrebuttal Schedule TJC-I 
Page 1 of 2 

PI 
RUCO 

OCRBlFVRB 
COST 

$ 16,679,237 

$ (405,272) 

-2.43% 

$ 1,217,584 

7.300% 

$ 1,622,856 

1.6608 

j $  2,695,215 

$ 2,231,l 15 

$ 4,926,330 

120.80% 

9.25% 

References: 
Column [A]: Company Schedules A-I and C-1 
Column [B]: RUCO Schedule TJC-2, TJC-6, and TJC-I 6 



Far West Water .% Sewer. Inc 
Docket No. WS-C3478A-12-0307 
Test Year Ended December 31.2011 

Wastewater Division 
Surrebuttal Schedule TJC-1 

Page 2 of 2 

GROSS REVENUE CONVERSION FACTOR 

LINE 
!a DESCRIPTION 

Calculation of G m s  Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L1 I L5) 

Calcularioo of uncollecnl!Ae Facror: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8) 

Uncollectible Factor (L9 * L10) 

Calculalion 01 Eflecrive Tax Rate. 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Col IC], L53) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

Calcularlon of Effective Prooenv Tax Facror 
18 Unity 
19 Combined Federal and State Income Tax Rate (Col [B], L17) 
20 One Minus Combined IncomeTax Rate (LIB-L19) 
21 Property Tax Factor (Sch TJC-9, Col. (81, L24) 
22 Effective Property Tax Factor (L20 x L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (Col [B]. L17 + L22) 

24 Required Operating Income (Sch TJC-1, CoI. [B] Line 4) 
25 Adlusted Test Year Operating Income (Loss) (Sch. TJC-1, Col (B], LZ) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recornmended Revenue (Col. IC]. L52) 
28 Income Taxes on Test Year Revenue (Col [A], L52) 
29 Required Increase in Revenue 10 Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement (Sch TJC-1. Col. [B]. Line 10) 
31 Uncollectible Rate (L10) 
32 Uncolllectible Expense on Recommended Revenue (L30 x L31) 
33 Adjusted Test Year Uncollectible Expense(Sch. TJC6, Col. [C]. L32) 
34 Required Increase In Revenue lo Provide for Uncollectible Exp (L32 - L33) 

35 Property Tax with Recommended Revenue (Sch. TJC-9, Col. [B]. L19) 
36 Propeny Tax on Test Year Revenue (Sch. TJC-9. Col. [B], L20) 
37 Increase in Property Tax Due to Increase in Revenue (L35.36) 
38 Total Required Increase in Revenue (Col. [E], L26 + L29 + L34 + L37) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

Calcularion ol Income Tar  
39 Revenue (Sch TJC-1, Col [B], Line 9 B Sch. TJC-1, Col [B], LlO) 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (Col. [C]. L57) 
42 Arizona Taxable Income (L39 - L40. L41) 
43 Anzcna State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42. LM) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51.001 - $75.000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100.000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -110.000.000) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (LM + L51) 

53 Applicable Federal Income Tax Rate [Col [Cl. L46 - Col. [A]. L46] I [Col [C], L40 - Col. [A], ~401 

[AI 

1 00.0000% 
0.3590% 

99.6410% 
39 4285% 
60 2125% 
1.660785 

0.3590% 

1 00 0000% 
6 9680% 

93 0320% 
33 9802% 
31 6125% 

38 5805% 

100.0000% 
38 5805% 
61.4195% 

$ 1,217.584 
(405,272) 

$ 1,622,856 

1 134.466 
(884,926) 

1,019,391 

$ 4,926,330 
0.5845% 

1 28,792 

$ 133,073 
95.858 

37.215 
$ 2,695215 

Test 
Year 

1 2.231,115$ 
$ 3,521,313 
$ 1.002.422 
8 (2,292.620) 

6 9680% 
$ (1 59.750) 
$ (2,132.870) 
5 (7,500) 
$ (5,250) 
$ (8.500) 
8 (91.650) 
$ (61 1,276) 
$ (725.176) 
$ (884,926) 
I - 

RUCO 
Recommended 

2,695215 $ 4,926,330 
$ 3,574,280 
1 1,002,422 
$ 349,628 

6.9680% 
$ 24.362 
$ 325,266 
$ 7,500 
1 6.250 
$ 8,500 
$ 87,854 
$ 
$ 110,104 
$ 134,466 

33.9802% 

54 Smchronized Interest Calculation 
55 RateBase 
56 x Weiahted Averaoe Cost of Debt 
57 

$ 16,679,237 
6.01% 

$ 1,002,422 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31, 201 1 

RATE BASE - ORIGINAL COST 

[AI 
COMPANY 

LINE AS FILED 
NO. DESCRl PTl ON OCRBIFVRB 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Gross Utility Plant in Service 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service (L1 less L4) 

Advances in Aid of Construction 

Contributions in Aid of Construction (CIAC) 
Accumulated Amortization of ClAC 

Net ClAC (LIO less LII) 

Customer Deposits 
Accumulated Deferred Income Taxes (ADIT) 

Add: 
Allowance for Working Capital 

Net Regulatory Asset I (Liability) 

TOTAL RATE BASE (Sum L's 6,8,12, & 14 Thru 20) 

References: 
Column (A): Company Schedule B-1 
Column (B): Schedule TJC-3 
Column (C): Column (A) +Column (B) 

$ 37,751,132 

(4,945,733) 

$ 32,805,399 

(1 0,814,970) 

(1,726,854) 
909,423 

$ (81 7,431) 

(26,359) 

$ 1,653,938 

$ 22,800,578 

Wastewater Division 
Surrebuttal Schedule TJC-2 

PI [Cl 
RUCO RUCO 

OCRBIFVRB ADJ'TED 
ADJUSTMENTS OCRBIFVRB 

$ (10,936,720) $ 26,814,412 

1,488,666 (3,457,068) 

$ (9,448,055) $ 23,357,344 

3,255,306 (7,559,664) 

519,783 (1,207,071) 
(273,736) 635,687 

$ 246,047 $ (571,384) 

(26,359) 

$ (174,639) $ 1,479,299 

$ (6,121,341) $ 16,679,237 
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Far West Water 8 Sewer. Inc. 
DOdret No. WS-03478A-12.0307 
Test Year Ended December 31,2011 

Waslewalw Diwision 
Surrebunal Schedule TJC 4(a) 

RATE BASE ADJUSTMENT NO. l(a) 
RUCO RECOMMENDED USED AND USEFUL PLANT IN SERVICE 

[AI PI PI [Dl [El 19 
Company Company RUCO RUCO 

Rmmmended 
LINE ACCT Plant Booked Book Plant In Service Percentage Excess Capacity Plant in Servre 
NO NO DESCRIPTION 1213112011 Adpslmenls As Filed Adiustmenl Adluslment Balancer 

NARUC Actud Test Year Company Adjusled Excess Capacity RUCO 

-- 
1 
2 
3 
4 
5 
6 
7 
8 
10 9 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Skucures 8 Improvements 
Power Generating Equipment 
Collection Sewars - Force 
Collection Sewers -Gravity 
Special Collecting Structures 
Sevices to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse SeNICeS 
Reuse Meters and Metw Installations 
Receiving Wells 
Pumping Equipment 
Rewe Distribution Resewtors 
Reuse Transmission and Dat. Sys. 
Treatment and Disposal Equipment 
Piant Sewers 
&Hall Sewer Lines 
Olher Plant and MISC. Equtpmenl 
Office Furniture 8 Equkpment 
Computers a Solware 
Transpmialion Equipment 
Stores Equipment 
Tools, Shop 8 Garage Equipmeof 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscelianeous Equipment 
&her Tangible Plant 

Tolals 

I 
3,076 

1,560,847 
2,633.622 

68.993 
3.705.476 
8,749,140 

173,621 
32,468 
16,683 

2.310 
92,784 

1,496,705 

21,650,302 
736,542 

2,256 
418,687 
257,292 
30,027 

271.810 

27,069 
33,710 

181,667 
17,191 

204,504 
238,828 

Company As Filed 

RUCO Adjustment Increase I (Decrease) tn Plan1 

$ 42,605,611 

- I  
3,076 

(147.410) 1.413.437 
(156.140) 2,477.482 

68.993 

$ - I  
3,076 

(147.410) 1.413.437 
(156.140) 2,477.482 

68.993 

$ 

(201,148) 3,504,328 
(21,563) 8.727.577 

173,621 
32,468 
16,683 

2.310 
(18,557) 74,227 

(1 01,067) 1,395,638 

(3,964,890) 17,685,412 
(112,871) 623,671 

(4511 1,805 
(24,546) 394.141 

(1 8,670) 11,356 
271.810 

(2.7201 254,572 

27.069 
(16,292) 17.418 

181,667 
17,191 

(68,153) 136,351 
238.828 

$ (4,854,479) $ 37,751,132 

References: 
Column [A]: Per Company Schedule 8-2, page 2 on Line 37 . Actual End 01 Tesl Year Booked Plan1 Balances 
Column [B]: Per Company Schedule 8-2, page 2 on Line 42 - Increase I (Decrease) m Plant in Service 
Column IC]: Per Company Schedule 8-2, page 2 on Line 37 Adjusted End oi Test Year Plant Balances 
Cnliimn 101. Per RllCf l  Wdn~qs Thomas FiGh Tr+limnnu 

30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.146 
30.170 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30.1% 
30.1% 

- $  
3.076 

1,413.437 
745,722 1,731,760 

20,767 48,226 

2,627.001 6,100,576 

52,260 121.361 
9,773 22.695 
5,022 11,662 

$ 

1,054,803 2,449.525 

695 1.61 5 
22,342 51.885 

420.087 975,551 

5,323,309 
187,725 

543 
11 8,637 
76,626 
3.418 

81,815 

8,148 
5.243 

54,682 
5,174 

41,042 
71,887 

12.362.103 
435.946 

1,261 
275,505 
177.946 

7.938 
189,995 

18.921 
12,175 

126,985 
12.016 
95.309 

166,941 

$ 10.936.720 $ 26,814,412 

37,751,132 

8 (1 0,936,720L 

- .I  ~. . ._ ,. - . - . . . .. . __ . . -. 
Column [E]: Column [Cl X [Dl with the Exception of Non-Depreciable Accounts 351,352, and 353 
Column [Q: Column IC] - [E] - RUCO Recommended Plant Balances 



Far West Water 8 Sevw. Inc. 
W e 1  No WS-03478A 12 0307 
Test Yeat Ended Decembw 31.2011 

Wastewale! Division 
Surrebuttal Schedule TJC-4(b) 

RATE BASE ADJUSTMENT NO. l(b) 
RUCO RECOMMENDED ACCUMULATED DEPRECIATION 

[A1 PI IC1 P I  IEl 19 
Company Company RUCO RUCO 

NARUC Actual Test Year Company Accumulated Excess Capacity RUCO Recommended 
LINE ACCT Accum. Depre. Book Depreciation Percentage Excess Capacity Accum. Depre. 
NO. NO. DESCRIPTION 12/31/2011 Adjustments As Filed Adjustment Adjustment Balances -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organizatwn Cost 
Franchise Cost 
Land and Land Rights 
Structures 8 Improvements 
Power Generating Equipment 
Colleclion Sewers -Force 
Collection Sewers - Gravity 
Special Collecting Shuctures 
Sevices lo Customers 
Flow Measuring Devices 
Flow Measuring Installat~Ons 
Reuse Sewkces 
Reuse Melers and Meter Installations 
Receiving Wells 
Pumping Equipmeni 
Reuse Dtstribulion ReSeNiors 
Reuse Transmission and DIsI. Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
Ouliail Sewer Lines 
Other Plant and Misc. Equipment 
Otflce Furniture 8 Equipment 
Computers 8 Software 
Transportation Equipmenl 
Stores Equipmenl 
Tools, Shop 8 Garage Equipmenl 
Laboraloly Equipment 
Power Operated Equipment 
Communications Equipmenl 
MisceilaneOus Equipment 
Other Tangible Plant 

Totals 

5 5 30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.17- 
30 1 % 
30.1% 
30.1% 

5 $ 

138.113 
1.725 

181.585 
1,723,051 

(86,844) 51,270 
1,725 

154.1 26 
1.712.487 

4,698 
32,468 
16,683 

15.432 
519 

46,392 
515,459 

1,414 
9,773 
5,022 

35,837 
1,206 

107,734 
1,197,028 

3,m4 
22,695 
11,662 

(27,458) 
(10,564) 

(3,697) 
2,591 
2,918 

8,395 
29.877 
13.766 

96 
1.546 

397.823 

96 
1.237 

442,217 

29 
372 

133.1 07 

67 
865 

309,109 
(309) 

44,393 

3,825,791 
27,488 

38 
45,316 
31,483 
25,306 

125,372 

3,124 
21,263 
23,457 

1,182 
137,179 
107.473 

(1.741.708) 
(8,302) 

(8) 
(30,304) 

(4,279) 
(21,597) 
68,655 

627.309 
5.775 

9 
4.519 
8,182 
1.117 

58.402 

1,456,774 
13,411 

21 
10.493 
19.001 
2,593 

135,625 

2.084.083 
19.186 

30 
15.012 
27.184 
3.709 

194.028 

3,124 
793 

23.457 
1,182 

49,465 
107,473 

940 2.184 
239 554 

7.061 16.397 
356 826 

14.889 34.576 
32,349 75,123 

(20,469) 

(87.714) 

$ 6,870,429 5 (1,924,696) $ 4,945,733 $ 1,488,666 $ 3.457.067 

Company As Filed 

RUCO Adjustment (Increase) I Decrease tn Accumulated Depreciation 

4,945.733 

$ 1,488,666 

References: 
Column [A]: Per Company Schedule 8-2, page 3 on Line 37 - Actual End of Tesl Year Booked Accumulated Depreciation Balames 
Column [E]: Per Company Schedule 0-2, page 3 on Line 42 ~ increase I (Decrease) m Accumulaled Depreciation 
Column [C]: Per Company Schedule 8~2. page 3 on Line 37 Adjusled End at Test Year Accumulated Depreciation Balances 
Column [D]: Per RUCO Witness Thomas Fish Testimony 
Column [E): Column [C] X [Dl wiM the Exception 01 Non Depreciable Accounts 351,352, and 353 
Column [fl: Column IC] - [E) - RUCO Recommended Accumulated Deprectation Balances 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Wastewater Division 
Surrebuttal Schedule TJC-4(c) 
Page 1 of 1 

RATE BASE ADJUSTMENT NO. l(c) 
REMOVE 30.1% OF AIAC AND NET CIAC FOR EXCESS CAPACITY FACTOR 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

DescriDtion 

Advances in Aid of Construction (AIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Contributions in Aid of Construction (CIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Accumulated Amortization of ClAC As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Total RUCO Adjustment 

Amount 

$ (10,814,970) 
30.1% 

$ 3,255,306 

$ (1,726,854) 
30.1% 

$ 519,783 

$ 909,423 
30.1% 

$ (273,736) 

I $ 3,501,353 1 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31.201 1 

RATE BASE ADJUSTMENT NO. 2 
INTENTIONALLY LEFT BLANK 

Line 
- No. Descriotion 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Wastewater Division 
Surrebuttal Schedule TJCd 
Page 1 of 1 

Amount 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

RATE BASE ADJUSTMENT NO. 3 
INTENTIONALLY LEFT BLANK 

Line 
- No. Descriotion 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Wastewater Division 
Surrebuttal Schedule TJC-6 
Page 1 of 1 

Amount 



Far West Water 8, Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

OPERATING INCOME SUMMARY 

Wastewater Division 
Surrebuttal Schedule TJC-7 

NARUC 
LINE ACCOUNT 
NO. NO. -- 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

38 

39 

2a 

413 
521 
536 
54 1 

701 
703 
704 
710 
71 1 
71 5 
71 8 
720 
73 1 
732 
733 
734 
735 
736 
74 1 
742 
750 
756 
757 
758 
759 
760 
766 
767 
770 
775 
403 
408 

408.1 
409 

1 

[AI PI [CI [Dl [El 
COMPANY RUCO RUCO RUCO RUCO 

AS TEST YEAR TEST YEAR PROP'D AS 
DESCRIPTION FILED ADJMTS AS ADJTED CHANGES RECOMMD 

Revenues: 
Income Utility Plant Leased to Others $ - $  - $  - $ - $  
Flat Rate Revenue 2,053,159 3,133 2,056,292 2,695.215 4,751,507 
Other Sewer Revenues 43,064 43,064 43,064 
Metered Reuse Revenue 131,759 131,759 131,759 

Total Sewer Revenues $ 2.227.982 $ 3,133 $ 2,231,115 $ 2,695,215 $ 4,926,330 

Operating Expenses: 
Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pension and Benefits 
Purchased Sewer Treatment 
Sludge Removal Expense 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Management Fees 
Contractual Services - Testing 
Contractual Services - Other 
Rent - Buildings 
Rent - Equipment 
Transportation Expense 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Workman's Compensation 
Insurance - Other 
Advertising Expense 
Regulatory Commission Expense - Rate Case 
Regulatory Expense - Other 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

$ 802,071 
137,000 
27,421 

55,247 
342.364 
219,910 
181,981 

7,230 
43,865 

147,025 
60,716 
20,669 
45,758 

129.723 
12,610 
33.142 
17.125 

476 
75,000 

33,490 
30,503 

1,497,193 
76,451 
95.728 

(676,9041 

$ 
(61.609) 

(32,975) 

(20.450) 

(451.872) 
(4,609) 

130 
(208,021) 

$ 802,071 
75,391 
27,421 

55,247 
342,364 
219,910 
181,981 

7,230 
10,890 

147,025 
60,716 
20,669 
45,758 

129,723 
12.610 
33,142 
17,125 

476 
75,000 

13,040 
30,503 

1,045.320 
71,842 
95,858 

(884,926) 

$ - $ 802.071 
75,391 
27.421 

55.247 
342,364 
219,910 
181,981 

7,230 
10,890 

147,025 
60,716 
20,669 
45,758 

129.723 
12,610 
33,142 
17.125 

476 
75,000 

15,752 28,792 
30.503 

1,045,320 
71,842 

37,215 133,073 
1.01 9.391 134,466 

Total Operating Expenses $ 3,415,794 $ (779.406) $ 2,636,387 $ 1,072,359 $ 3,708,746 

Operating Income $ (405,272) $ 1,622.856 $ 1.217.584 

References: 
Column [A]: Company Schedule C-l 
Column [B]: TJC-9, Columns [B] Thru [L] 
Column [C]: Column [A] + Column [B] 
Column [D]: TJC-1, pages 1 Thru 2 
Column [E]: Column [C] + Column [D] 
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Far West Water 8 Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31.201 1 

LINE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
I8 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

NO. 

33 

34 

35 
36 

37 

Wastewater Division 
Surrebuttal Schedule TJC-9 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TEST YEAR DEPRECIATION EXPENSE 

NARUC 
ACCOUNl 

(A) (8) (C) 
RUCO COMPANY TEST YEAR 
TOTAL PROPOSED DEPRECIATION 

NO. ACCOUNT NAME DEPRECIABLE PLANT DEP. RATES EXPENSE 

352 
351 Organization Cost $ 0.00% 5 

353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
39 1 
392 
393 
394 
395 
396 
397 
398 

Franchise Cost 
Land and Land Rights 
Structures 8 Improvements 
Power Generating Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Special Collecting Structures 
Sevices to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter lnstalhtions 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Resetviors 
Reuse Transmission and Dist. Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant and Misc. Equipment 
Office Furniture 8 Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop 8 Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE 

Less: 
AMORTIZATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

RUCO TOTAL DEPRECIATION EXPENSE 

Company As Filed 
Difference 

RUCO Adlustment (See TJC-6, Column (C) Line 34) 

3,076 
1,413,437 
1,731,760 

48,226 
2,449.525 
6,100.576 

121,361 
22,695 
11,662 

1,615 
51,885 

975,551 

12,362.1 03 
435.946 

1.261 
275,505 
177,946 

7,938 
189,995 

18,921 
12,175 

126,985 
12,016 
95,309 

166,941 

$ 26,814,412 

(1,207,071) 

0.00% 
o.oo?/o 
3.33% 
5,OWo 
2.00% 
2.000/. 
2.00% 
2.0G% 
10.00% 
10.00% 
2.00% 
8.3% 
3.33% 
12.50% 
2.50% 
2.50% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 
20.00% 
20.00% 
4.00% 
5.00% 
10.00% 
5.00% 
10.00% 
10.00% 
10.00% 

4.9M8% 

57,668 
2.41 1 

48,991 
122.012 

2,427 
2,270 
1,166 

135 
1,728 

121.944 

618,105 
21,797 

42 
18,376 
11,869 
1.588 

37,999 

946 

6,349 
1,202 
9,531 

16,694 

$ 1,105,248 

(59,928) 

5 1,045,320 

1,497,1 93 
$ (451,872) 
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LINE 
NO. 

1 
2 
3 
4a 
4b 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 

22 
23 
24 

RUCO OPERATING INCOME ADJUSTMENT NO. 2 
PROPERTY TAXES 

Prooertv Tax Calculation 

RUCO Adjusted Test Year Revenues 
Multiplied by 2 
Subtotal (Line 1 X Line 2) 
RUCO Adjusted Test Year Revenues 
RUCO Recommended Revenue, Per Schedule TJC-6 
Subtotal (Line 3 +Line 4a) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 X Line 8) 
Plus: 10% of CWlP Per Company Schedule E 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessed Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation Analysis WIP) 

RUCO Adjusted Test Year Property Tax Expense (Line 14 ’ Line 15) 
Company Adjusted Test Year Property Tax (Per Company C-1 Schedule) 

RUCO Test Year Adjustment (Line 16-Line 17) 
Properly Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 / Line 23) 

[AI 

RUCO 
AS ADJUSTED 

$ 2,231,115 
2 

$ 4,462,230 
2,231,115 

$ 6,693,345 
3 

$ 2,231,115 
2 

$ 4,462,230 
243,735 
77,783 

$ 4,628,183 
20.0% 

10.3559% 
$ 925,637 

Wastewater Division 
Surrebuttal Schedule TJC-10 
Page 1 of 1 

PI 

RUCO 
RECOMMENDED 

$ 2,231,115 
2 

$ 4,462,230 

4,926,330 
$ 9,388,561 

3 
$ 3,129,520 

2 
$ 6,259,040 

243,735 
77,783 

$ 6,424,993 
20.0% 

$ 1,284,999 
10.3559% 

$ 95,858 
95,728 

$ 130 
$ 133,073 

95,858 
$ 37,215 

$ 37,215 
2,695,215 

0,013808 
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Line 
- No. Description 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
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OPERATING INCOME ADJUSTMENT NO. 3 
INTENTIONALLY LEFT BLANK 

Amount 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

Wastewater Division 
Surrebuttal Schedule TJC-1: 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 4 
SALARIES AND WAGES - OFFICERS & DIRECTORS 

DescriDtion 

Paula Capestro 

Sandra Braden 

Totals 

Company Requested Test Year Amount As Filed 

Total RUCO Adjustment 

Total Taxes Other Than Income As Filed by Company 

Total Taxes Other Than Income As Adjusted by RUCO 

RUCO Taxes Other Than Income Adjustment 

[AI [BI [CI [Dl [El 
RUCO 

Salaries Estimated Hours Allocation RUCO 

Test Year Worked Note FW Sewer Factor Amount 

$ 68,500 2,075 1 1,038 100% $ 68,500 

In Hours Allocated to Adjustment Recommended 

68,500 250 1 125 12% 8,253 

$1 37,000 $ 76,753 

137,000 

15 (60,247)i 

$ 76,451 

Notes: 
Company Response to Staff DR GWB 6.3 
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Wastewater Division 
Surrebuttal Schedule TJC-13 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 5 
SALARIES AND WAGES 

Line 
- No. Descrbtion 

1 
2 Salaries and Wages 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 References: 
18 
19 

Per Company Response to Staff DR JA - 3.34 

G/L Balance 
For Per Response 

Test Year to Staff DR RUCO 
Ended JA-3.34 Adiustment 

$ 683,996 $ 682,634 I $ (1,362)1 
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OPERATING INCOME ADJUSTMENT NO. 6 
INTENTIONALLY LEFT BLANK 

Line 
- No. Description 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Wastewater Division 
Surrebuttal Schedule TJC-14 
Page 1 of 1 

Amount 
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Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

- DescriDtion 

2009 Bad Debt Expense - Schedule E 
2010 Bad Debt Expense - Schedule E 
201 1 Bad Debt Expense - Schedule C-1 

Total Bad Debt Expense 2009 - 201 1 

Divide by 3 Year Normalization Period 

3 Year Normalization of Repairs & Maintenance Expense 

Company Repairs & Maintenance Expense As Filed 

Wastewater Division 
Surrebuttal Schedule TJC-15 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 7 
NORMALIZE BAD DEBT EXPENSE 

Total RUCO Adjustment 

Amount 

$ 5,630 

33,490 

$ 39,120 

3 

$ 13,040 

33,490 

15 (20,450) I 
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OPERATING INCOME ADJUSTMENT NO. 8 
IMPUTERVPARKREVENUES 

Line 
- No. DescriDtion 
1 
2 
3 
4 X 12 Months 
5 
6 Total Number of Bills 
7 
8 
9 
10 
11 
12 Total RUCO Adjustment 

Aquatic Center RV Lots Per Company Response to Gilkey Data Request 5.1 

Present Rate Per RV Lot 

Total Imputed Revenues for Aquatic Center RV Lots 

Wastewater Division 
Surrebuttal Schedule TJC-16 
Page 1 of 1 

Amount 

48 

12 

576 

5 5.44 

5 3,133 

15 3,133 
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OPERATING INCOME ADJUSTMENT NO. 9 
NON-RECURRING LEGAL EXPENSES 

Line 
- No. Description 
1 
2 
3 
4 
5 
6 Staf f  Recommended Adjustment 
7 
8 
9 Total RUCO Adjustment 

Company Adjusted Test Year As Filed 

Staff Recommended and Adopted by Company in Rebuttal 

Wastewater Division 
Surrebuttal Schedule TJC-17 
Page 1 of 1 

Amount 

$ 43,865 

10,890 

$ (32,975) 
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OPERATING INCOME ADJUSTMENT NO. 8 
ADJUSTED TEST YEAR INCOME TAX EXPENSE 

Line 
- No. Description 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Total Adjusted Test Year Income Tax Expense As Filed by Company 

Total Adjusted Test Year Income Tax Expense Per RUCO 

RUCO Adjusted Test Year Income Tax Expense Adjustment 

Wastewater Division 
Surrebuttal Schedule TJC-18 
Page 1 of 1 

Amount 

$ (676,904) 

(884,926) 

1 (208,021)i 
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WEIGHTED AVERAGE COST OF CAPITAL 

(A) (B) (C) (D) (E) 

Wastewater Division 
Surrebuttal Schedule TJC-I9 

WEIGHTED LINE COMPANY RUCO RUCO CAPITAL 
NO. DESCRIPTION PROPOSED ADJUSTMENT ADJUSTED RATIO COST COST 

1 LONG-TERM DEBT $21,323,943 $ - $21,323,943 79.55% 6.90% 5.49% 

2 SHORT-TERM DEBT 1,732,342 - 1,732,342 6.46% 8.07% 0.52% 

3 COMMON EQUITY 3,748,573 - 3,748,573 13.98% 9.25% 1.29% 

4 TOTAL CAPITALIZATION $26,804,858 $ - $26,804,858 100.00% 

5 WEIGHTED AVERAGE COST OF CAPITAL P 7.30%1 

REFERENCES: 
TESTIMONY WAR 
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